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LIMITATION ON'FEES CHARGED BY FCO FOR LICENSING 
ACTIVITIES AND SIMILAR SERVICES 


TUESDAY, MARCH 16, 1954 


Unrirep SratTes SENATE, 
SUBCOMMITTEE No. 2 oN COMMUNICATIONS OF THE 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The subcommittee met at 11:45 a. m., pursuant to call, in room G—16 
in the Capitol, Senator Andrew F. Sc hou ‘ppel, presiding. 

Present: Senators Schoeppel (acting chairman of the subcommit- 
tee), Potter, and Hunt. 

Also present: Senators Johnson (Colorado), Butler (Maryland), 
and Smathers (Florida) 

Staff members present: Bertram O. Wissman, chief clerk; and 
Nicholas Zapple, counsel for subcommittee. 

Senator ScnHorrren (acting chairman of the subcommittee). We 
will now proceed with Senate bill 2926. This is a hearing being con- 
ducted by the Subcommittee on Communications of the Senate Inter- 
state and Foreign Commerce Committee, and a copy of Senate bill 
2926 introduced by Senator Johnson of Colorado on February 9, 1954, 
will be inserted in the record at this point. 

(The bill, S. 2926, is as follows :) 

[S. 2926, 83d Cong., 2d sess.] 


A BILL To amend the Communications Act of 1934, as amended, so as to provide for the 
imposition of nominal charges or fees by the Commission for inspections, certificates, 
registrations, licenses, permits, or applications issued or provided by the Commission 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 4 of the Communications Act of 
1934, as amended, is amended by adding at the end thereof the following new 
subsection : 

“(p) The Commission may by regulation prescribe nominal fees or charges 
for any inspection, certificate, registration, license, permit, or application issued 
or provided by the Commission in carrying out the provisions of this Act.” 

Senator Scuorrret. Chairman Hyde, I think you are the first wit- 
ness, sir, if you will proceed. 

Senator Jounson. Mr. Chairman, may I ask permission to insert 
in the record at this point a letter which I addressed to Chairman Hyde 
on February 8, 1954, with respect to this matter with which the bill 
deals ? 

Senator Scnorrren. It will be incorporated, Senator Johnson. 
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(The letter dated February 8, 1954, to Chairman Hyde, is as 
follows :) 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
February 8, 1954. 
Hon. Rose, H. Hype, 
Chairman, Federal Communications Commission, 
Washington, D. C. 


Dear CHAIRMAN Hybe: Reference is made to the Commission’s proposed rule- 
making proceeding in Docket No. 10869 announcing a proposed schedule of fees 
for licensing and related activities. This is such a basically vital matter that 
| feel compelled to submit comments on it. 

At the outset, I want to make it crystal clear that I am not criticizing the 
Commission for submitting this proposed fee plan. I know that over the years 
various committees of Congress have urged the development of some system for 
charging appropriate fees for licenses but the complexity of the problem has 
always short-circuited any workable, satisfactory plan. 

The suggestive rather than mandatory language of the Independent Appro- 
priations Act of 1952, 5 United States Code 140, reveals that Congress must 
have been fully cognizant of the difficulties that may be encountered in imposing 
charges or fees in specific cases. The section states, among other things: “It 
is the sense of the Congress that any * * * license, permit, * * * granted, * * * 
shall be self-sustaining to the full extent possible, and the head of each Federal 
agency is authorized * * * such fee, charge, * * * if any, * * *”. However, the 
Director of the Budget issued a directive to the Commission, so some plan had 
to be suggested. 

The radio spectrum is one of the most valuable assets which the people of the 
United States own. I need not emphasize the importance telephone, telegraph, 
television, and radio play in the economic, political, and social life of our great 
country. In the Communications Act the Congress outlined meticulously a 
definite policy which was to guide the Commission in administering the act. The 
act specifically declares that the granting of licenses does not give the licensee 
a proprietary interest in a frequency. Nothing, should be done to encourage a 
licensee to believe, directly or indirectly, that he may be purchasing an equity, 
no matter how slight it may be in a particular frequency. The chief considera- 
tions which dominate the act are and must remain the public interest and public 
responsibility. 

The question of fees as proposed by the FCC is so fundamental to the princi- 
ples which underlie the Communications Act that any departure from it should 
be resolved by the Congress. The Congress may very well find that the imposi- 
tion of fees for licenses and related activities is reasonable and does not com- 
promise these principles. However, this is a judgment that should be made 
by the Congress after full hearings in which everyone would be given an op- 
portunity to be heard. 

There are many questions which must be resolved. Should we levy the same 
$325 fee on a 10)-watt station that we would levy on a 50,000-watt station? 
Should the charge be the same for a competitive TV application in St. Louis serv- 
ing millions of people and requiring weeks of hearings, and a noncompetitive ap- 
plication for a TV station to serve an area of 10,000 people which would be proc- 
essed in a few days? Does the payment of a stiff fee for licensing give any 
greater right to the licensee than he has today without a fee? 

Any schedule of fees designed to raise revenue to offset expenses incurred by 
the Commission in administering its licensing functions may merely create a 
monstrosity defeating the purpose for which it was intended. Who is to de- 
termine what portion of what number of man-hours are strictly devoted to li- 
censing as distinguished from other unrelated activities? What type of account- 
ing systein will be required to identify and allocate such cost? Will an inspec- 
tion service have to be created by the licensee in order to determine whether 
there isn’t overcharging or duplication of costs? Will the expense of ascertain- 
ing costs outrun the benefit derived from the fee? How many additional em- 
ployees will be required to obtain this information? These are merely some 
of the questions which must be examined. 

It must be kept uppermost in our minds that under the provisions of the 
Communications Act, the United States has developed the best and finest com- 
munications system in the entire world. This has not been an accident. 
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A bill amending the Federal Communications Act to prohibit a schedule of 
fees to be charged for licenses and other related activities of the FCC other 
than on a nominal basis is being introduced. It is my hope that a full hearing 
may be held in the near future by the Committee on Interstate and Foreign 
Commerce. Accordingly, I urge the Commission to suspend the proceeding un- 
til the committee of Congress created to legislate on communication policy has 
had an opportunity to explore this matter thoroughly. 

Sincerely yours, 
Ep, C. JOHNSON. 


Senator Scnorrrer. Chairman Hyde, you may proceed. 


STATEMENT OF ROSEL H. HYDE, CHAIRMAN, FEDERAL 
COMMUNICATIONS COMMISSION 


Chairman Hypr. Mr. Chairman, my name is Rosel H. Hyde, and 
I am the Chairman of the Federal Communications Commission. I 
appreciate the opportunity of appearing before your committee in 
order to discuss with you the question of charging fees for the Com- 
mission’s licensing activities and similar services. 

Before discussing the provisions of S. 2926 I should like to present 
briefly certain background information which I believe will be of 
interest. Except for one minor exception, the Commission, and its 
predecessor, the Federal Radio Commission, have never made charges 
to the public for the services they performed. 

The one exception involves the inspection of radio installations 
aboard certain vessels for which charges are made in those cases where, 
for the convenience of the shipowner, inspections are made outside of 
the Commission’s regular working hours, pursuant to the provisions 
of section 4 (f) (2) of the Communications Act. 

A proposal that fees be charged for radio station licenses was ad- 
vanced in Congress in 1929. Subsequent to that date the proposal that 
the Commission charge fees has been advanced in Congress on several 
occasions, but no action was taken by Congress until the passage of 
the Independent Offices Appropriation bill of 1952. As you know, 
title 5 of that bill indicated that it was the intention of Congress that 
any work, service, license, permit, or similar thing of value or utility 
performed or issued by any Federal agency to or for any persons 
should be self-sustaining to the fullest extent possible. The head of 
each Federal agency was accordingly authorized to issue regulations 
prescribed fees or charges which would be fair and equitable, taking 
into consideration direct and indirect costs to the Government, value 
to the recipient, public policy, or interest served, ond other pertinent 
facts. 

Congress directed that fees and charges collected were to be paid 
into the Treasury as miscellaneous receipts. Finally, the appro- 
priations act provided that the fees charged by the various agencies 
in the executive branch should be as uniform as practicable and sub- 
ject to such policies as the President might prescribe. 

In view of this latter fact, the Commission did not undertake to 
establish a schedule of fees until this matter had been considered on an 
overall Government basis. On behalf of the President, the Bureau of 
the Budget conducted a study concerning the question of fees in which 
the Commission participated, and on November 5, 1953, issued a cir- 
cular which set forth uniform standards to guide the various Gov- 
ernment agencies in implementing the intent of Congress as expressed 
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in the appropriations act. This circular, among other things, re- 
quired all agencies to make public their proposed schedule of fees by 
February 1 ‘of this year. 

After the issuance of the Bureau of the Budget circular, the Com- 
mission instituted proceedings looking toward the establishment of 
an appropriate schedule of fees. On January 28, 1954, in accord- 
ance with the provisions of the A¢ lministrative Procedure Act, the 
Commission issued a notice of proposed rule making which set forth 
a proposed schedule of fees for the Commission’s various licensing 
activities, and which advised interested parties of the basis on whic h 
the proposed schedule was prepared. 

I should like to emphasize that, within most of the various cate- 
gories of fees which the Commission proposes to establish, the pro- 
posed charges are calculated to recover the fullest cost to the Com- 
mission of performing the services involved. This is in accordance 
with the standards established in the Bureau of the Budget circular. 
However, I should also point out that the Bureau of the “Budget has 
authorized agencies to exempt, in whole or in part, from the payment 
of fees, any activity where the imposition of the fee would manifestly 
impair the public interest. 

In its proposal, the Commission has, as indicated in its notice of 
proposed rulemaking, made certain exemptions from the fee require- 
ment where it believed that full cost recovery would conflict with the 
public interest. Moreover, the Commission expects to give careful 
consideration to any comments that interested parties may file which 
indicate that any of the other fees proposed will have the effect of 
impairing the public interest, and should, therefore, be eliminated. 

In this connection, it should be noted that all interested parties have 
been given until April 1, 1954, to submit comments to the Commission 

concerning the proposed schedule of fees. A number of comments 
to the “* ommission concerning the proposed schedule of fees have al- 
ready been filed with the Commission in response to the notice of 
proposed rulemaking, and I anticipate that we will have the benefit 
of the views of many more interested parties before the final date for 
filing comments is passed. 

I want to emphasize that the schedule of fees which the Commis- 
sion has published is only in the nature of a proposal, and that the 
Commission has not made any final determination with respect to any 
of the fees contained in the proposed schedule. Before deciding that 
further action should be taken with respect to this proposal, the ‘Com- 
mission will, of course, give careful consideration to every one of the 
comments which are filed in this proceeding. 

Referring to the specific provisions of S. 2926, it appears that this 
bill would amend section 4 of the Communications Act of 1934 by 
adding a new subsection (p) which would read as follows: 

The Commission may, by regulation, prescribe nominal fees or charges for any 
inspection, certificate, registration, license, permit, or application issued or pro- 
vided by the Commission in carrying out the provisions of this act. 


There are two aspects of this proposal concerning which I would 
particularly like to comment. 

In the first place, the bill provides that the Commission may pre- 
scribe “nominal” fees. Since the word “nominal” is not defined in the 
bill, we turned to Webster’s dictionary for an appropriate definition. 
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Webster’s tells us that “nominal” means “existing in name only; not 
real or actual; hence, so small, slight, or the like, as to be hardly worth 
the name, as a nominal price.’ 

Senator Jonson. Did you look it up in a legal dictionary 4 

Chairman Hype. I think we relied on Webster. 

Senator Jonson. I think you probably did not want to look at a 
legal definition for the word “nominal.” It has a very common 
usage, and you would have found a different definition than one that 
caused you so much amusement. 

Chairman Hyper. No; I tell you, Senator, this is not presented for 
amusement, and I do not look at it that way; and also, Senator John- 
son, it is not our disposition to run away from a definition of authority. 
We are looking for the intent of the bill, and we want to be helpful 
in its preparation. 

May I add further, Senator, the comment that I offer here is intended 
to be constructive. I hope it will be considered that way. 

Senator JoHnson. Do you have a definition in mind that might be 
inserted in the bill that would relieve you of the great mirth and diffi- 
culty you have with the word “nominal,” as stated in the bill? Do 
you have an amendment that you want to offer ? 

Chairman Hyper. Senator, I do not have a substitute definition, but 
I would be interested in giving any assistance that we can. 

Again, may I say, it is not our purpose to treat lightly a serious 
matter. We thought that the ordinary definition of the word should 
be considered here, and I hope it is not regarded as an effort to treat 
lightly a serious matter. 

That is not our feeling about it at all. 

Senator Scnorrre,. You would want the word “nominal” used here 
in its legal sense, in its legal, practical application. 

Chairman Hyper. Yes, we would, and it was our thought that you 
would want our suggestions as to the language of the bill, aside from 
any policy question for the purpose of making its administration easy 
and to make sure that the Commission understood exactly what the 
Congress wished, and actually the purpose of our comment is to assist 
in arriving at language which will convey the meaning the Congress 
wishes. 

Senator Scuorrrri. Because the ‘re is a very de finite usage or under- 
standing of the words “nominal fees” or “nominal charges” as used in 
the legal, practical sense. 

Chairman Hype. Yes, I believe that “nominal” is usually intended 
as not involving any financial burden. 

Now, I am not presuming to state a technical and exact legal defini- 
tion there. I am simply giving my own understanding of it in a very 
generalized way. A nominal fee to me means one involving no burden 
upon the person paying the charge. 

Senator Jounson. Mr. Chairman, may I make a very brief state- 
ment with respect to this bill? 

Senator ScHorrren. Yes, Senator Johnson. 

Senator Jomnson. This bill was introduced by me to bring the mat- 
ter before the policymaking committee of the Senate with respect to 
communication matters. I am not proud of the authorship of the bill 
or the language that is used in it. I simply wanted to bring the matter 
before the proper committee where it never has been considered. 


49792—54——_2 
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Now, the Communications Commission operates under the com- 
merce clause, and in an arm of the Congress, and not an administrative 
office at all. It is not in the executive department. 

The Federal Communications Commission has received direction 
by the Bureau of the Budget which is an executive division—it is in 
the executive division, but it is not in the legislative division. 

It is true that an appropriations committee of the Senate, which is 
not a legislative committee at all, did raise the question of whether 
fees ought to be charged, but, Mr. Chairman, this committee is the pol- 
icymaking committee of the Congress with respect, as I say, to com- 
munication matters, and this is a committee which ought to lay down 
the policy, whatever the policy may be, of such a violent change and 
such a drastic change in communication law, and it was to bring the 
matter before the Congress and before the correct committee of the 
Congress that I introduced this bill, no other purpose. 

Senator ScnorrreL. We thank you, Senator Johnson, for making 
that explanation for the record. 

You may proceed. 

Chairman Hype. I have some further comment about the form of 
the bill which is submitted for just such assistance as it might be to the 
committee. 

In view of this definition, it seems clear that a particular fee which 
might be considered nominal to some licensees, most certainly could 
not be considered nominal to other licensees. Therefore, if we con- 
sider the amount of money which each licensee spends to construct his 
station or the amount of net income each licensee derives from his 
station, the various fees proposed by the Commission might be consid- 
ered nominal with respect to some licensees but not in respect to others, 

What I have in mind there is the fact that what might be burden- 
some for one licensee to pay because of his limited capital might not 
be a hardship to another who has extensive amounts of capital and 
revenue. 

The Commission therefore believes that, if Congress does enact 
a statutory provision such as that contained in S. 2926, the exact 
standard which the Congress intends the Commission to follow in 
computing fees should be fully and carefully spelled out. 

The program for charging fees prescribed in the Independent Offi- 
ces Appropriations Act ‘of 1952 and the Budget Bureau circular is 
based upon the theory that each agency will recover the cost to it 
of carrying out each licensing or similar activity. 

S. 2926, on the other hand, provided that the Commission “may 
prescribe nominal fees.” However, the bill does not provide that 
the Commission may charge only nominal fees. It appears to the 
Commission that if S. 2926 is enacted in its present form, that the 
exact scope of the Commission’s authority with respect to prescribing 
fees would be uncertain. 

On the one hand, it might be said that the Commission’s authority 
was limited to the charging of nominal fees, while on the other hand, 
it could be argued that the new legislation would merely serve to 
confer greater discretion upon the Commission and pe rmit it to charge 
fees less than those based on cost of recovery, which is the standard 
established by the existing legislation. 

In view of this apparent ambiguity, the Commission believes that 
any special legislation the Congress may pass concerning the Com- 
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mission's authority to charge fees should clearly establish the relation- 
ship of any such new legislation to the existing authority with respect 
to fees contained in the independent offices appropriations bill of 
1952. 

Finally, the Commission believes that a question exists as to whether 
Congress should reconsider the question of imposing fees on an indi- 
vidual agency basis. ‘The Commission does not, however, wish to make 
any recommendation with respect to this question, since we are not in 
a position to determine the extent to which the imposition of fees by 
this Commission is or is not analogous to the imposition of such fees 
by other agencies of the Federal Government. 

Senator Jounson. Mr. Chairman, may I insert in the record at this 
point comments of two Commissioners, Commissioners Bartley and 
Webster, with respect to the matter of fees? I notice that they are 
not in favor of charging any fees, and in view of the chairman’s state- 
ment, I would like to insert at this point their statements. 

Senator ScHorrre.. They will be inserted into the record. We are 
glad to have their views. 

(The comments of Commissioners Bartley and Webster are as 


follows: ) 


COMMENTS OF THE FEDERAL COMMUNICATIONS COMMISSION ON S, 2926 anp H. R. 
7842, Brrts To AMEND THE COMMUNICATIONS AcT oF 1934, AS AMENDED, To 
PROVIDE FOR THE IMPOSITION OF NOMINAL CHARGES OR FEES BY THE COMMISSION 


The provisions of 8. 2926 and H. R. 7842 are identical. Each of these bills 
provide for the addition to paragraph 4 of the Communications Act of 1934, 
as amended, the following new subsection : 

“(p) The Commission may by regulation prescribe nominal fees or charges 
for any inspection, certificate, registration, license, permit, or application issued 
or provided by the Commission in carrying out the provisions of this Act.” 

At the present time the Commission is engaged in a rulemaking proceeding 
looking toward the adoption of a schedule of fees for licensing, registration, 
and related activities. This proceeding bas been commenced by the Commis- 
sion and as a result of the action of the Congress in adopting title V of the 
independent offices appropriation bill of 1952 (15 U. S. C., see. 140),? followed 
by the Bureau of the Budget Circular A—25, establishing a government-wide pol- 
icy imposing fees for licensing, registration, and related activities by the Fed- 
eral Government and its agencies. Public notice of the proposed rulemaking, 
including a tentative schedule of fees, was given by the Commission on Janu- 
ary 28, 1954. A copy of this notice is attached. Interested parties were 
requested to submit comments by April 1, 1954. Following its customary pro- 
cedure in rulemaking of this nature, the Commission would, after a careful 
consideration of the comments submitted, decide whether or not to finalize 
a schedule of fees along the lines proposed or as modified in the light of the 
comments received. 


1“Tt is the sense of the Congress that any work, service, publication, report, document, 
benefit, privilege, authority, use, franchise, license, permit, certificate, registration, or 
similar thing of value or utility performed, furnished, provided, granted, prepared, or 
issued by Federal agency (including wholly owned Government corporations as defined in 
the Government Corporation Control Act of 1945) to or for any person (including groups, 
associations, organizations, partnerships, corporations, or businesses), except those engaged 
in the transaction of official business of the Government, shall be self-sustaining to the full 
extent possible, and the head of each Federal agency is authorized by regulation (which, 
in the case of agencies in the executive branch, shall be as uniform as practicable and subject 
to such policies as the President may prescribe) to prescribe therefor such fee, charge, or 
price, if any, as he shall determine, in case none exists, or redetermine, in case of an 
existing one, to be fair and equitable taking into consideration direct and indirect cost to 
the Government, value to the recipient, public policy or interest served, and other pertinent 
facts, and any amount so determined or redetermined shall be collected and paid into the 
Treasury as miscellaneous receipts: Provided further, That nothing contained in this title 
shall repeal or modify existing statutes prohibiting the collection, fixing the amount, or 
directing the disposition of any fee, charge, or price: Provided further, That nothing con- 
tained in this title shall repeal or modify existing statutes prescribing bases for calculation 
of any fee, charge, or price, but this proviso shall not restrict the redetermination or 
recalculation in accordance with the prescribed bases of the amount of any such fee, charge, 
or price.” 
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The schedule of fees now under consideration follows the directive contained 
in the Budget Bureau circular (sec. 4 (a)—(e)), and the amount of each par- 
ticular proposed fee has been determined with a view toward recovering the 
cost, to the Commission, of the activities involved in the particular licensing 
process. The Commission is authorized, however, under the Bureau of the 
Budget circular to partially or wholly exempt from the payment of fees any 
activity where the imposition of such fee would “manifestly impair the public 
interest.” Consideration will accordingly be given to any showing that the 
fees as imposed would, in fact, have such an effect. 

The proposed bills (S. 2926 and H. R. 7842), on which we have been asked 
to comment, would appear to require clarification in two respects: First, the 
use of the word “nominal” is not clear. The bills provide that the Commission 
“may ° prescribe nominal fees” for its various licensing activities. “Nom- 
inal’ is not defined Webster's pertinent definition is: “Existing in name only; 
not real or actual; hence, so small, slight, or the like, as to be hardly worth 
the name, as a nominal price.” 

It seems obvious that, according to this definition, a given fee might be 
nominal to some of our licensees and extortionary to others. Thus the fees 
included in our proposed schedule of fees, based on cost, might or might not 
be considered nominal. 

Second, the bills authorize the Commission to charge nominal fees but do 
not provide for the charging of only nominal fees. Thus the relationship that 
the proposed legislation would be expected to have vis-a-vis the existing legis- 
lation in title V of the Independent Offices Appropriations Act of 1952 is not clear, 
The bills may be deemed to mean that the Commission is authorized to charge 
only nominal fees, or that it is authorized to exercise greater discretion in 
determining the amount of fees by charging fees less than those based on 
cost of recovery, the standard set by the existing title V legislation. 

rhe Commission believes, therefore, that if Congress determines to take special 
action with respect to the fees to be charged by the Federal Communications 
Commission, that any such legislation should clearly delineate its relation to 
the existing authority of title V of the independent offices appropriation bill 
of 1952, and should more clearly enunciate the scope of any fees the Commis- 
sion would be authorized to impose. 

Adopted March 8, 1954. 


ADDITIONAL COMMENTS OF COMMISSIONERS BARTLEY AND WEBSTER 


The comments submitted by the majority of the Commission on S. 2926 and 
H. R. 7842 refer to certain inadequacies and possible ambiguities in the specific 
language of the proposed legislation. They do not deal with the fundamental 
question of policy as to the advisability of assessing fees for communications 
regulation. 

We are of the opinion that the assessment of fees for services of the Commis- 
sion in the communications field is objectionable, as a matter of principle, for the 
reasons that regulation in this field is for the benefit of the public and not for the 
industry regulated, and that the charging of fees may well further an undesirable 
vested interest concept. 

In the first place, licenses are issued by the Commission only when it is able 
to find that the public interest, convenience, or necessity would be served thereby. 
Although the grant of a license may, in certain cases, be of considerable eco- 
nomic value to the licensee, the primary beneficiary of the Commission’s licensing 
activities is the general public. Secondly, the Commission is charged with 
encouraging the larger and more effective use of radio in the public interest. 
We believe that the assessment of fees would constitute an added deterrent 
to the expansion of radio into fields where we are attempting to encourage the 
use of radio communications, but where its use is presently on a voluntary basis. 


Senator ScHorrret. Are there any further questions, Senator 
Johnson ? 

Senator Jonnson. No further questions, except this: The bill pro- 
vides for permissive charging of fees, as the chairman has so ably 
pointed out, but there is no other reference to the charging of fees 
in the communication law, is there ? 
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Chairman Hype. None, Senator Johnson. There is no reference to 

the charging of fees in the Communications Act, exce pt that one littie 

exception which I referred to, authorizing the Commission to collect 
some costs when they inspect boats outside of regular hours. 

Senator Jounson. You are referring to the Appropriations Com- 
mittee’s gesture ? 

Chairman Hype. I was referring to a special provision to enable 
us to inspect boats outside of regular hours, but the only legislation 
authorizing us to charge licensing fees js in the 1952 Appropriations 
Act, you are right, sir. 

Senator Jonnson. Do you have a copy of the language of that pro- 
vision that could be een in the record at this time? 

Chairman Hype. I do have a copy of the provision in the 1952 
Appropriation Act; yes. 

Senator Jounson. I would like to have that provision go into the 
record at this point, Mr. Chairman. 

Senator ScHorrren. It will be incorporated into the record at this 
stage of the proceedings. 

(The provision above referred to is as follows :) 


BEFORE THE FEDERAL COMMUNICATIONS COMMISSION 


WASHINGTON, D. C. 
DOCKET NO. 10869 


In the Matter of Establishment of fees for the Commission's licensing and similar 
activities 


NOTICE OF PROPOSED RULEMAKING 


1. Notice is hereby given of rulemaking in the above-entitled matter. 

2. Pursuant to the provisions of the Independent Offices Appropriation Act 
of 1952 (5 U.S. C., see. 140 (set out in appendix A hereto, Congress has stated 
that work performed by Government agencies in connection with the issuance 
of franchises, licenses, permits, certificates, registrations and the like for any 
person, except those engaged in the transaction of official business of the Govern- 
ment should, to the full extent possible, be self-sustaining. In order to bring 
about the accomplishment of this objective, section 140 of title 5 authorizes the 
head of each agency to prescribe by regulation such fees and charges as he shall 
determine to be fair and equitable “taking into consideration direct and indirect 
«osts to the Government, value to the recipient, public policy or interest served, 
and other pertinent facts.” 

3. The enabling legislation referred to above also provides that the fees and 
charges shall be as uniform as practicable throughout the Government and shall 
be subject to such poliices as the President may prescribe. In view of this pro- 
vision, the Commission refrained from taking any action looking toward the 
establishment of a schedule of fees, pending consideration of the matter on an 
overall Government basis by the Bureau of the Budget operating in behalf of 
the President. Such a study has now been completed, and the Bureau of the 
Budget has issued Circular No. A-25 relating to “Fees for licensing, registra- 
tion, and related activities” which sets out, in some detail, uniform standards to 
be applied by the various departments and agencies of the Government in im- 
plementing the provisions of section 140, title 5, of the United States Code. 

4. The attached proposed schedule of fees for the various Commission licensing 
activities has been drafted in compliance with the provisions of the Budget 
Bureau circular. In order that interested parties may be advised as to the basis 
upon which the proposed schedule of fees has been prepared, the following in- 
formation is provided: 

(a) The Commission has determined that all of its actiivties including 
the issuance, renewal, modification, transfer, or termination of any license 
or certificate must be characterized as licensing activities for which appro- 
priate fees shall be charged with the exception of the enforcement activities 
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of the Field Engineering and Monitoring Bureau and, to a limited extent, 
in the Broadcast and Safety and Special Radio Services Bureaus as well, 
and with the exception of the noncertification common carrier regulatory 
activities performed by the Common Carrier Bureau. And, in accordance 
with the policy of both the Congress and the overall Government program, 
the Commission’s licensing activities for which reimbursement charges are 
to be levied include both the direct and indirect costs of such activities. It 
has been determined that during the fiscal year 1953 approximately 45 per- 
cent of the Commission’s entire expenditures were in fact directly or in- 
directly related to licensing activities. This percentage of the Commission’s 
budget has been utilized as the full cost recovery base from which the fees 
set forth in the attached schedule have been derived. 

(b) In determining the proper groups or categories of licensing fees the 
Commission has made use of the primary functional divisions into which 
the Commission has been organized and has calculated separate fees for 
the licensing activities of each of the four functional bureaus as well as for 
the special licensing activities in the Office of the Chief Engineer. By such 
a segregation it has been possible to avoid any subsidization of one type 
of licensing activity by another. At the same time, where personnel of one 
of the Commission’s bureaus have performed services which are related to 
the licensing functions for which another bureau bears primary responsi- 
bility, the expenditures for such activities have, for purposes of the attached 
schedule, been allocated to the licensing functions of the latter bureau. 
Thus, the antenna survey and initial inspection activities of the Field Engi- 
neering and Monitoring Bureau, which are directly related to the licensing 
of broadcast stations, have been included in calculating the expenses of 
processing broadcast applications. Similarly, the expenses of such separate 
offices of the Commission, as the Office of Opinions and Review and Office of 
Hearing Examiners, have been allocated among the various functional 
bureaus at a ratio approximating our budget estimates as to the relative 
amount of time spent by such offices on the several types of licensing 
activities. 

(c) Within each bureau the Commission has endeavored to avoid any un- 
due multiplicity of separate charges. It has done this both upon the belief 
that such general grouping of related and similar licensing activities will 
aid both the Commission and the affected parties in complying with the 
new provisions with a minimum amount of additional time and effort, and 
because of our recognition that no accurate allocation of exact costs between 
the various subcategories of the Commission’s licensing activities is pos- 
sible. Accordingly, and in conformity with the provisions of the Budget 
Bureau's circular, fees for different services within each particular bureau 
have been limited to a few broad comparable classes of actions. 

(d) In the attached schedule no direct fees are proposed with respect to 
the institution of rulemaking proceedings; the cost of such proceedings has 
been considered as a portion of the normal costs of license processing in 
the areas covered by such rules. Moreover, no fees are proposed to be 
charged with respect to revocations or modifications of station licenses or 
suspension of operators’ licenses initiated by the Commission. Finally, it 
is proposed to exempt from the category of applications for which a fee 
will be charged for processing, applications having as their sole objective 
the modification of existing licenses to conform with the requirements of 
the EARC program. This latter exception was made because the Com- 
mission believes it would manifestly not be in the public interest to penalize 
persons who voluntarily cooperate with the Commission in carrying out the 
EARC program, or similar programs, when no fees would be assessed against 
those persons who refuse such voluntary cooperation and are required to 
modify their licenses on the basis of action initiated by the Commission 
itself. 

(e) With the exceptions indicated in the paragraph above it is proposed 
to charge a fee in connection with all licensing activities of the Commission. 
In all cases the fees have been calculated upon the basis of recovering ap- 
proximately the full costs involved in carrying out the particular licensing 
activity in question 
Proposed schedule for broadcast services.—-It is proposed to divide all appli- 


cations for authorizations in the broadcast services into two categories. For the 
first of these categories, involving major analysis and action by the Commission 
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a fee of $325 would be charged. For all other applications in the broadcast 
services a fee of $50 would be charged. 
A. Major broadcast applications: Fee $325. 
(1) AM, FM, and television facilities—applications for: 
(a) Construction permits for new stations. 
(b) Modification of construction permits or modification of 
licenses involving any of the following types of action: 
i. Change in station power. 
ii. Change in station frequency. 
iii. Change in station location. 
iv. Change in mode of operation (including any change 
in the antenna pattern or hours of operation). 
(c) Licenses to cover new stations or modifications of construc- 
tion permits listed under ()) above. 
(d) Renewals of licenses. 
(e) Assignment or transfer of permits or licenses. 
(f) Special service authorizations covered by section 1.825 of the 
Commission's rules, 
(2) International broadcast stations—applications for: (@) Construe- 
tion permits for new stations. 
B. Minor broadcast applications: Fee $50. 
(1) All applications relating to auxiliary broadcast stations (pt. 4 of 
the Commission’s rules). 
(2) All applications with respect to international broadcast stations, 
except applications for construction permits for new stations. 
(3) All applications for construction permits, or for modification of 
construction permits, or licenses for AM, FM, and television 
stations other than those listed in “A” above. 
(4) Applications under section 325 (0) of the Communications Act of 
1934, as amended. 

6. Proposed schedule of fees for safety and special radio services.—It is pro- 
posed that a fee of $10 be charged for the processing of all types of applications 
in these services including original applications, renewals, modifications, ete., 
with the exception of applications in the amateur, disaster, and RACES services, 
for which a charge of $3 will be assessed. The $8 charge with respect to the 
amateur service is for each application filed whether for station license, operator 
license, change of address, renewal, etc., or any combination thereof. The lesser 
fee for the processing of applications in the amateur, disaster, and RACES 
services is because the Commission believes that it would be contrary to the public 
interest, to require applicants therefor to pay the full amount that would be 
required if applications in such services were grouped, for purposes of this 
notice, With the other services coming within the jurisdiction of the Safety and 
Special Radio Service Bureau. 

7. Proposed schedule of fees for experimental services.—It is proposed that a 
fee of $20 be charged for the processing of all applications, both formal and 
informal, filed in this service in accordance with the provisions of part 5 of the 
Commission’s rules. 

8. Proposed schedule of fees for type acceptance and approval.—lIt is proposed 
that a fee of $100 be charged for each application for type acceptance of equip- 
ment; that a fee of S600 be charged for all applications for type approval filed 
in accordance with part 18 of the rules, and that a fee of $1,500 be charged for 
the processing of any application for type approval covered by parts 3, 8, or 19 
of the Commission’s rules, 

9. Proposed schedule of fees for operator licenses.—It is proposed that a fee of 
$3 be charged in connection with the processing of all applications for commer- 
cial operator licenses regardless of class, including original applications, applica- 
tions for renewal either by examination or by service under Waiver of section 
13.28 of the rules, requests for duplicate licenses, endorsement on all outstanding 
licenses, and verification cards requested at any time other than upon the issu- 
ance of a license or a renewal thereof. It is also proposed that a fee of $8 be 
charged for processing an application for a restricted radio telephone operator’s 
license 

10. Proposed schedule of fees for ship inspection It is proposed to charge a 
fee of $30 for each application filed for the following type ship inspection even 
though an inspector may be required to visit a ship more than once before a 
certificate is issued: 

(a) United States ocean-going telegraph. 
(b) United States ocean-going telephone 








12 LIMITATION ON FEES CHARGED BY FCC 


(c) United States compulsory Great Lakes telephone. 

(d) Foreign compulsory oceangoing telegraph and telephone. 

(This does not change in any way the existing requirement under section 4 
(f) (3) of the Communications Act, as amended, that the United States 
Government be reimbursed for extra compensation resulting from overtime 
services in connection with ship inspections. ) 

11. Proposed schedule of fees for common carrier services.—lIt is proposed to 
charge the following fees in the common carrier services: 


(a) Applications filed by telephone companies under section 221 of 


the act for acquisitions, consolidations, et $350 
{b) Formal applications filed by telephone companies under section 

214 of the act for the construction or extension of a line 150 
(c) Applications for exemptions from Commission jurisdiction under 

title II of the act 150 


(d) All other applications filed by common carriers under titles II 
and III of the act, except applications filed by carriers under 
parts 7, 8, 10, and 14 of the Commission’s rules and regulations 
which are covered by the fees set forth in the schedule of fees 
for the safety and special radio services___ : 30 


12. It is contemplated that his schedule be reviewed biennially, and adjust- 
ments made where necessary to conform the fees charged to actual experience 
in the light of new or changed circumstances. 

13. Each application for which a fee is prescribed must be accompanied by a 
remittance in the full amount of the fee. In no case will an application be 
accepted for filing or processed prior to payment of the full amount specified. 
Applications for which no remittance is received, or for which an insufficient 
amount is received, nay be returned to the applicant. 

14. Provision will be made for a cashier's office to be located in the Commis- 
sion’s offices in Washington, D. C., for the purpose of accepting application fees 
presented in person or submitted through the mail. Applications received in 
Washington will be processed through the cashier’s office and stamped with the 
amount received prior to being forwarded to the appropriate bureau or staff 
office for further handling. Such payments may be made in United States legal 
tender, domestic or international postal money orders, or checks payable to the 
federal Communications Commission. All fees collected will be paid into the 
United States Treasury as miscellaneous receipts in accordance with the provi- 
sions of section 140 of title 5 of the United States Code. 

15. For the convenience of applicants presenting applications at field offices in 
person or by mail, arrangements will also be made for the acceptance of money 
orders and checks at such field offices, and in payment for such types of applica- 
tions, as provided for in the Commission’s rules. 

16. Receipts will not be issued for payments sent through the mails. The 
money order procedure provides a receipt and canceled checks constitute a 
receipt for payments made in this manner. Receipts will be furnished upon 
request only in the case of payments made in person. The sending of cash 


} 


ouch the mails is done entirely at the risk of the sender. 
17. No refunds of fees will be made except in the case of payments in excess 
of the fee prescribed in the Commission’s rules. 

1S. No radio operator examinations will be given prior to filing of an applica- 
tion and payment of the proper fee at an appropriate Commission office. Such 
applications and fees will only be accepted at district and subdistrict offices. 
They will not be accepted at quarterly, semiannual or annual examination points 
in cities other than those in which district and subdistrict offices are located. 

1). The proposed amendments to the rules are issued pursuant to section 4 (i) 
of the Communications Act, section 140 of title 5 of the United States Code, and 
Budget Bureau Circular A—25. 

20, Any interested party who is of the opinion that the proposed amendments 
should not be adopted in the form set forth herein and any person desiring to 
support this proposal may file with the Commission on or before April 1, 1954, 
a written statement or brief setting forth his comments ; replies to such comments 
may be filed within 10 days from the last date for filing original comments. The 
Commission will consider all comments and briefs presented before taking final 
action in this matter. 


i 
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21. In accordance with the provisions of section 1.764 of the Commission's rules, 


an original and 14 copies of all statements, briefs, or comments filed shall be 
furnished the Commission. 
FEDERAL COMMUNICATIONS COMMISSION,” 
WILLIAM P, MASSING, Acting Secretary 
Attachments: Appendix A. 
Adopted: January 27, 1954, 
Released: January 28, 1954. 


APPENDIX A 
UNITED STATES CODE, SECTION 140 


It is the sense of the Congress that any work, service, publication, report, 
document, benefit, privilege, authority, use, franchise, license, permit, certificate, 
of value or utility performed, furnished, provided, 
by any Federal agency (including wholly owned 
Government corporations as defined in the Government Corporation Control Act 
of 1945) to or for any person (including groups, associations, organizations, 
partnerships, corporations, or businesses), except those engaged in the trans- 
action of official business of the Government, shall be self-sustaining to the full 
extent possible, and the head of each Federal agency is authorized by regulation 

vhich, in the case of agencies in the executive branch, shall be as uniform as 
practicable and subject to such policies as the President may prescribe) to pre- 
scribe therefore such fees, charge, or price, if any, as he shall determine, in case 
no exists, or redetermine, in case of an existing one, to be fair and equitable 


aking into consideration direct and indirect cost to the Government, value to 


1e recipient, public policy or interest served, and other pertinent facts, and any 


registration, or similar thin 


vranted, prepared, or issue 
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Init { dete ned r redetermined 3] ll be collected and naid into the 
reasury as miss aneous recei Provided, That nothing contained in this 
if hall repeal or modify existing statutes prohibiting the collection, fixing the 
imount, or directing the disposition of any fee, charge or price: Provided 

} ey nothing contained in this title hal epeal or modity existing 

tes prescribing bases for calculation of any fee, charge or price, but this 

viso Shall 1 restrict the redetermination or recalculation in accordance with 


prescribed bases of the amount of any such fee, charge or price, 
SEPARATE Views OF COMMISSIONER HENNOCK 


The Commission has today adopted a notice of proposed rule making to 


harge fees to applicants for licenses for the first time in its history ‘The 
notice lists a schedule of fees, classifying them for various activities, including 


a $3525 fee for AM, FM, and TV applications 














S ttached separate views of Commissioner Hennock See attached concurring state 
‘ Co s ley 
I} fee woul. ‘ d for the following applications: 
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( Cor uct r new stations 
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(2) International broadcast stations—applications for: (@) Construction permits for 
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It shor e noted that this substantial fee will have to be paid not only with the initial 
pplication but lso with requests for renewals of licenses and the modifications listed 
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In my opinion, this proposal is of such vital importance that it should have a 
full hearing to determine whether fees should be charged at all, and if so, 
their amount and the method of apportioning them among the various cate- 
gories of applicants. 

The principal consideration in determining the level of the proposed fees 
appears to be the cost to the Government of administering the services involved. 
The objective is to recover this cost. The enabling legislation (5 U. S. >. 140) 
and controlling governmental policy recognize that the recovery of the cost to 
the Government is but one of several considerations in determining the charges 
for applications. The other considerations include ‘value to the recipient” and 
“public policy or interest served.” 

In my opinion, a hearing on this subject would help decide which of these 
considerations or a combination of them should become the touch-stone in deter- 
mining the amount of fees. 

For example, in the broadcast field, the “public policy or interest served” 
might be shown to far outweigh all other factors and justify no fee, or, at the 
most, only a nominal application fee to emphasize the overwhelming public 
interest considerations and to impress upon the applicants the importance of the 
public responsibility that goes with a broadcast license. 

Moreover, the value of a broadcast license and the public policy and interest 
served might require a graduated scale of fees rather than a uniform fee deter- 
mined on the basis of a formula which does not seem to take into account either 
the size, type or location of a station, or the relative importance of the applica- 
tions. For the fee here proposed would be the same for every broadcast ap- 
plicant and for many different types of applications; an applicant for a class IV 
standard broadcast station and an applicant for a VHF television station in 
a large metropolitan area; a struggling FM operator seeking a change in loca- 
tion or renewal or modification of his license as well as a prosperous licensee 
of a television station. 

Similarly, in the safety and special services where a fee of $10 is proposed, a 
graduated scale of fees, ranging from a nominal to a substantial level, based on 
the type of service and the purpose for which radio is used, might be shown to be 
more equitable and better adapted to accomplish the objective of the law and 
policy 

In no event, however, do I think that this basic change in the Commission’s 
licensing policy should be adopted without a hearing in which all the considera- 
tions involved would be fully developed. 


CONCURRING STATEMENT OF COMMISSIONER 
(By Robert T. Bartley) 


Since, as set forth in the notice, we must issue a proposal for some system of 
fees, I have no alternative but to concur. I believe, however, that the Com- 
mission’s proposal with respect to broadcasting should give more weight to the 
criterion of relating the amount to be collected to value to the recipient. I be- 
lieve that, spreading the fees over the full license period and basing such fees 
on the card rates established by the licensee would be more in line with the 
Budget Bureau directive. 

Senator Jomnson. As I have already stated, Mr. Chairman, the Ap- 
propriations Committee is not a legislative committee; it is not a pol- 
icymaking committee. ‘This committee has been designated by law to 
be policymaking insofar as the Federal Communications Commission 
is concerned. 

However, we do have that provision which was adopted by the Con- 
gress that appeared in an appropriation bill that received no consider- 
ation whatever. 


As a matter of fact, I did not know that there was even such a pro- 
vision until several months after it was enacted. We do not look 
for legislation in appropriation bills, and so the matter is easily over- 
looked. 

It was put inasarider. I realize that the Commission is bound to 
some extent by what Congress adopted, whether it is adopted by the 
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policymaking committee or by the Appropriations Committee. I 
realize, too, that the Commission is under certain deep obligations to 
both the Appropriations Committee and the Bureau of the Budget 
with respect to finances, and I do not blame the Commission the slight- 
est bit for bringing this matter up and proceeding as it has. I do not 
think they could have avoided doing what they have done up to this 
point, but IT do insist, Mr. C hairman, that this committee ought to as- 
sume its full legislative responsibility with respect to this matter, and 
that is the reason for this bill being before us, and the permissive na- 
ture of the bill is not meant to give the Commission extraordinary 
discretion with respect toc harging fees, but it was meant to give them a 
very limited authority to assess and levy certain fees, limited by nom- 
inal fees. 

Of course the language of the bill can be easily changed. It can be 
amended. If it is too vague, and ambiguous, it can be corrected and 
made more specific. That would not be very hard to do, but under the 
present law the Commission has no authority, no legal authority, out- 
side of the Appropriations Committee’s observation and suggestion, 
and it doesn’t go beyond a suggestion. It is not a directive at all. 

That is the only thing that there is in the communication law that 
has any reference to charging fees, S. 2926 is meant to give the Com- 
mission very limited authority to assess very limited fees with respect 
to the documents which it issues. 

As I said before, if the language needs to be tightened up and 
changed, that is an easy matter. 

Senator Scuorrret. Senator Hunt, do you have any questions or 
observations ? 

Senator Hunt. I have one observation. To establish a fee basis 
now for those who may in the future receive services from the FCC i 
perhaps somewhat unfair to them as compared with those in the past 
who have not necessarily had these fees assessed against them. 

Chairman Hyper. Senator Hunt, I believe that you are referring to 
the fact that costs or the fees now are based on costs, and at a later 
date there may be some change in that situation. I suppose that un- 
der the rulemaking now undertaken under the Appropriations Act of 
1952 and under the Administrative Procedure Act, that we could in- 
stitute additional rulemaking to correct or modify a schedule to make 
it conform to current conditions as of a later time. 

Senator Hunt. One other observation: Yours is a service commis- 
sion. In assessing fees, those fees would be part of the cost of doing 
business on the radio or television station. 

Chairman Hypr. Senator Hunt, may I suggest that the authority 
we now have seems to be related to the cost to the Commission for the 
Commission’s service rather than to the volume of business of the 
licensee. 

Senator Hunt. Yes, but you would be passing that on to the station. 

Chairman Hype. It would become a part of their cost of operation. 

Senator Hunt. They in turn would, of course, pass it on to those 
people who purchase time from the station. It would eventually 

reach down to the individual paying his proportionate share of th: at 

increased cost to the radio station. It would be in his business an 
increased cost. He would pass it on. It was taken out of one pocket 
and put into the other is what I am getting at. 
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Chairman Hyper. Well, there is a saying that the consumer even- 
tually pays the bill. 

Senator Hunt. That is all I have. 

Senator Jounson. I have one more question, Mr. Chairman, if I 
may. 

Senator Scnorrret. Yes, Senator Johnson desires to ask one ques- 
tion. 

Senator Jomnson. In my letter of February 8, which was addressed 
to you, I listed numerous questions, and I was very much in hopes that 
in this hearing today you would answer specifically those questions, 
but you have not done so, and T should like to ask, with permission of 
the chairman, that you take those questions and give us specific replies 
to them for the record. 

Senator Scnorrre.. For the record, I see no reason why that should 
not be clone, and, Mr. Chairman, if you can and would do that, we 
would appreciate it, and let the record of the proceedings here so 
indicate. 

(The answers to the questions in the letter of February 8, 1954, to 
Chairman Hyde from Senator Johnson, are as follows: 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington 25, D. C., August 12, 1954. 
Re Docket 10869. 
Hon. Epwin C. JOHNSON, 


Uy ed States Senate, Washington Pee 68 


DEAR SENATOR JOHNSON: Chairman Hyde has requested me, in his absence, 
to write to you concerning your letter of February 8, 1954, relating to the Com- 
mission’s proposed rulemaking in Docket 10869 looking toward the imposition 
of a schedule of fees for licensing activities. He has also asked me to express his 
regrets for any inconvenience that the failure to respond to your letter may have 
caused 

\s you are aware, subsequent to the receipt of your letter, hearings were held 
on S. 2926, a bill introduced by you with respect to the general problem of the 
charging of fees by this agency. At the hearings Chairman Hyde testified at 
some length. And, subsequent thereto, the Commission, on July 21, 1954, sent 

letter to Senator Potter, chairman of the Communications Subcommittee, an- 
swering at length a number of questions which had been propounded by the sub- 
committee at the hearings. I believe that this letter, a copy of which is en- 
losed, deals with the specific questions which are mentioned in your letter of 
February 8, 1954. 

Your letter also requests that the Commission take no further action until 
Congress has had an opportunity to explore the entire matter of fees thoroughly. 
As you are aware, on February 23, 1954, the Senate Committee on Interstate 
and Foreign Commerce adopted a resolution stating it was the sense of the com- 
mittee that the Commission should defer action on its rulemaking proceeding 
until July 1, 1955, in order to enable the Congress to consider additional legis- 
lation on this subject. As the Commission indicated in its letter to Senator 
Bricker on April 22, 1954, it wrote to the Bureau of the Budget, upon receipt 
of the committee’s resolution, requesting it to reconsider its directive on fees 
in the light of the resolution of the Senate committee and to advise the Com- 
mission as to what further action, if any, it should take. The Commission has 
taken no action with respect to its rulemaking proceeding since that date and has 
no present plans to do so. 

I hope the above summary will help to complete your files on this matter. If 
there is any other information with which I can furnish you, please do not hesi- 
tate to let me know. 

Sincerely yours, 


E. M. WersTER, 
Acting Chairman. 
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FEDERAL COMMUNICATIONS COMMISSION, 
Washington 25, D. 0., July 21, 1954. 
Hon. CHARLEs FE. Porter, 
Chairman, Interstate and Foreign Commerce Communications Subcommittee, 
United States Senate, Washington, D. C. 

Dear SENATOR PorreR: During the recent hearing before your subcommittee 
on §. 2926, a bill to amend the Communications Act so as to provide for the im- 
position of nominal fees by the Commission for its licenses, it was requested 
that I discuss with the Commission certain questions which the committee raised 
with respect to our proposed schedule of fees and furnish you with a written 
statement of the Commission’s views on these points. The statements set forth 
below represent a consensus of the views of the individual Commissioners on each 
of the several questions. 

Question 1: What position has the Commission taken with respect to previous 
proposals to impose fees for the Commission’s licensing activities? In response 
to previous proposals of this nature, the Commission has expressed the view 
that its licensing activities are part of its regulator function which is performed 
for the benefit of the public rather than for the benefit of any “special interest 
groups.” Although it has been recognized that the granting of the various types 
of licenses issued by the Commission does, in most cases, confer a benefit on the 
receipient thereof, the Commission has been of the opinion that any individual 
benefit conferred is incidental to the benefit to the public. Since the private pri- 
vate interests of applicants are subordinate to the public interest in the best 
possible nationwide communications system, the Commission has felt that the 
cost of its licensing activity, like the cost of its other regulatory functions, should 
be borne by the general public. 

In previous comments on fee proposals, the Commission has pointed out that 
licensees might be inclined to feel that the payment of a fee would entitle them 
to some kind of property right to a frequency and that they would thus be re- 
lieved, to some extent, of their responsibility to operate in the public interest. 
The Commission has also pointed out that such a contention on the part of a li 
censee would be erroneous, in view of the fact that section 304 of the Communi- 
eations Act provides: “No station license shall be granted by the Commission 
until the applicant therefor shall have signed a waiver of any claim to the use 
of any particular frequency or of the previous use of the same, whether by license 
or otherwise.” This point will be discussed further in response to questions 4, 5, 
and 6 on your list. 

Some of the apprehensions which the Commission has expressed heretofore 
stemmed from the fact that it appeared extremely difficult to establish an 
equitable formula for any schedule of fees, particularly if such a formula were 
to be based at least in part on the benefit flowing to the public. Many factors 
and combinations of factors have been mentioned in the past as considerations 
to be weighted in a formula for the development of a fees schedule. Some of 
these factors are: (1) the character of a station as a revenue producer; (2) the 
frequency authorized to be used; (8) the position in the spectrum; (4) the num- 
ber of other stations operating on the same frequency; (5) the location of the 
station; (6) the service area; (7) the power; (8) the hours of operation, ete. In 
terms of practicalities, some of these factors are difficult to crystallize into a 
formula. Although item (1) may seem important at first glance, it is a factor 
which, in the final analysis, is often more affected by the type of operation and 
management than by the type of license issued by the Commission. Further 
more, the relative importance of such factors varies considerably even within a 
given category of applications and would tend to distort rather than make uni- 
form the fee for applications for comparable facilities 

In the past the Commission also felt that the cost and administrative burden 
of instituting and collecting fees would be excessively high and would tend to 
offset the amount collected. Our concern on this point has been somewhat dis- 
pelled after further study and the development of streamlined collection pro- 
cedures. To the extent that the schedule of fees is kept simple and easily 
interpreted, our collection problems are reduced. This point will be discussed 
further in response to another question that you have raised. 

In view of the foregoing, the Commission has shared the belief that any pro- 
posal to charge fees for the Federal Communications Commission’s licensing 
activities should be undertaken only as part of a governmentwide program to 
establish fees for agency services. 
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Question 2: Will a charge or a fee discourage new stations and put old ones 
that are now operating marginally into the red? A study of the financial ex- 
perience of the AM stations in 1952 showed that there were 1,846 profitable 
stations and 469 unprofitable stations. Of the profitable stations only 438 had 
income (before Federal income tax) of $500 or less; those with income up to 
$300 probably totaled about 30. Thus, in answer to your inquiry, the number 
operating marginally that would go into the red as a result of the fee is very 
small. We doubt, furthermore, that the imposition of a fee would discourage new 
Stations from entering the field. In our view there would be many other factors 
of greater import in making such a decision. Similarly, with respect to tele- 
vision, the sum of $500 is not a significant factor, in our opinion, in the determina- 
tion of entry or exit of television stations from the field. 

Questions 3, 4, 5, and 6 raise substantially the same or related questions, i. e., 
does the payment of a license fee vest in the licensee a greater right in the 
facility than he now enjoys and is the payment of such a fee inconsistent with 
the duties and responsibilities of the licensee? 

We believe that the answers to these questions are all in the negative. The 
Communications Act of 1934, as amended, and particularly sections 301, 304, and 
309 (b) make clear that the grant of a broadcast station license by the Com- 
mission does not vest in the licensee any continuing right to operate the station 
or to use the frequency designated in the license. Courts have observed on 
many occasions that the licensee has no property right to the frequency licensed 
to him. The Communications Act and the decided cases make clear that the 
licensee is under an obligation to operate his station in the public interest at all 
times. The Commission has reiterated this point of view on occasions too nu- 
merous to cite. Broadcasters and licensees are aware of the ever-present require- 
ment to operate in the public interest. The promulgation of rules by the Com. 
mission to provide for the payment of fees as part of an overall national policy 
to make the various Federal agencies self-sustaining cannot reasonably be relied 
upon to undercut the statutory scheme, the decisions of the courts, and the entire 
regulatory history of the FCC. Should such a claim be made it could be sum- 
marily rejected for lack of merit. 

It has been stated in response to question 1, that the Commission felt in the 
past that licensees would feel that they had property rights to facilities and 
might feel that they were relieved, to some extent, in their responsibility to 
operate in the public interests, if fees were charged. The Commission’s concern 
on these two points is considerably minimized by the fact that broadcasters 
and other users of communication facilities would not be thus inclined if fees 
were assessed as a governmentwide policy and not limited to licensees of the 
Commission. They would recognize that they are merely paying a fee for the 
Commission’s services and not acquiring any vested interest in any frequency 
or relieved in any way of their responsibility as licensees of the Commission. 

Question 7: The Commission does not believe that the imposition of a system 
of fees of the type currently proposed would result-in any heavy burden on the 
personnel of the Federal Communications Commission. We have had some 
staff work done on the development of collection procedures and, while we ulti- 
mately would favor a plan which would obviate the need for this agency to 
handle fees, by providing for the purchase of a fee stamp at post offices and 
that the stamp be affixed to each application, we have, meanwhile, developed 
what appears to be a workable plan that would require only a few additional 
employees in our Washington office where the great bulk of the applications 
would be filed. The volume of fee-collection work resulting from the applica- 
tions filed in each of 38 FCC field offices would not be so great as to require 
an additional clerk in each office. Our tentative collection plan depends to a 
great extent on the existence of a very simple schedule of fees which would re- 
quire only brief examination and identification of the application to determine 
that the proper fee has been paid. Any complex system requiring examination 
of financial statements, computation of fees by any formula, billing procedures, 
advance payment accounts, etc., would undoubtedly require additional staff. 

Question 8: It is not possible to state any specific amount that the Commission 
would endeaver to recover through its schedule of fees. The fee schedule con- 
tained in our Notice of Proposed Rulemaking is a reasonable approximation of 
the actual cost of processing similar type applications for fiscal year 1953. If 
these fees had been in effect during that year, we would have recovered approxi- 
mately $3 million. What amount would be recovered in another year would 
depend upon the volume of each type of application received. The total sum 
collected through these fees would probably vary slightly above or below the 
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$3 million figure unless there is a material change in the volume of filings. The 
Bureau of the Budget circular requires a review of the fee schedule at least every 
2 years to maintain the full-cost recovery principle by reflecting changes in fees 
equal to changes in administrative costs of processing. 

Questions 9 and 12: The Commission recognized that the imposition of the 
same fee for noncompetitive applications and competitive hearing applications 
results in requiring the noncompetitive applicants to share the cost of hearing 
cases. On the other hand, in view of the following considerations, the Commis- 
sion determined not to distinguish between these two groups of cases: 

(1) Competing applications are frequently designated for hearing only because 
there are more applications than there are facilities and not as a result of the 
fault of the applicant. 

(2) The length of the hearing and its consequent cost would often be out of 
proportion to the applicant’s ability to pay. There is some concern that the 
inability to pay substantial hearing costs might foreshorten the record, cause 
applicants to withdraw, or otherwise adversely affect the public interest. 

(5) A single fee for nonhearing and hearing applicants avoids numerous 
administrative problems including the handling of partial or complete refunds 
when hearings wash out as they so frequently do. 

Questions 10 and 11 raise substantially the same question, i. e., should the 
schedule of fees distinguish between applications for 50,000-watt stations and 
100-watt stations, 

The Commission did not rely on differences in the power applied for in setting 
up its schedule of fees for the reason that power is not one of the factors which 
affects the cost of processing an application. For example, it takes considerably 
more time and expense on the part of the Commission to process an application 
for a 100-watt station using a directional antenna than it does for a 50,000-watt 
station using a nondirectional antenna. 

The Commission believes that if fees are to be charged, to cover licensing costs, 
it should be authorized to determine what are the comparable cost categories. 

Question 13: Here, reference is made to the licensing history of a standard 
broadcast station for which the cost would be about $2,450 under the Commis- 
sion’s proposed schedule of fees and a TV station for which the cost would be 
$2,475. The question is raised as to whether these would be the average cost to 
such stations. We do not know how many years this history covers but we have 
examined the license history of 6 AM stations to determine the cost to the station 
if the proposed fees were adopted. The average cost was found to be approxi- 
mately $2,300 for each station for an 8-year period. This would be approximately 
$300 per year. The same type of study was made on 6 TV stations granted in 
1948. The average cost was found to be $2,960 for the 6-year period. This would 
be approximately $500 a year per station. However, it should be pointed out 
that such amounts would be somewhat reduced because TV licenses are granted 
for a 3-year period at the present time as contrasted with the former practice 
of granting licenses for 1-year periods. 

The remaining questions on your list deal with the manner in which the Com- 
mission arrived at its schedule of fees and what additional accounting records, 
if any, will be required to determine costs if a fee plan is adopted. The Com- 
mission has not established any new cost-accounting system for determining 
the amount of the fees. The budget figures showing the actual cost of the various 
organizational units of the Commission were used for this purpose. The direc- 
tive of the Bureau of the Budget stating that both direct and indirect costs of 
licensing activities should be included in determining the fees was also followed. 
In some cases, it was necessary to prorate costs among the licensing services. 
Any attempt to install an accounting system that would provide precise cost 
figures for processing each of the 382,000 applications processed by the Com- 
mission in a year, or even the hundreds of different types of applications proc- 
essed, would increase the cost of the Commission's licensing activities consider- 
ably with a resulting increase in the licensing feeds. It is the opinion of the 
Commission that the procedure followed provides a reasonable approximation 
of the costs as required by the Budget bureau circular The Commission will 
retain the figures developed in this study for comparison with future studies 
but it has made no provision for making available to licensees the figures used, 
nor detailed statements of the activities covered by these figures. No additional 
employees were added to the staff in working up the cost figures on which the 
fees were based. 

By the direction of the Commission. 

Rosex H. Hype, Chairman. 
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Senator Scuorrrer. I might say, as acting chairman here today, 
because of the press of time, there are a number of questions that I did 
desire to ask, and probably Senator Potter desired to ask additional 
questions, and I am sure you will hold yourself available to appear 
before the subcommittee on the further proceedings as we hold them 
with reference to this bill. 

Chairman Hyper. Yes, sir; I shall be at your service any time you 
wish to call me. 

Senator ScHorprer. Let the record show that Senator Smathers is 
here this morning, and we are glad to have him here. 

Do you desire to ask any questions, Senator ? 

Senator Smaruers. No, thank you, Mr. Chairman, I would not want 
vo over the ground that has already been gone over. 

For an observation I would like just to state that it would appear 
to me that the successful radio and television work has already un- 
fortunately become a rich man’s business, and that if we assess fees, 
it tends to make it even more of a rich man’s business, which I think is 
regrettable, and that is the only observation that Iwish to make. 

Senator ScnorrreL. Thank you, Senator Smathers. There are some 
questions that I did desire to ask, and I know that Senator Potter had 
some in mind, and a later time and before we close the record, we will 
be afforded that op portunity. 

At your convenience you can appear before the committee. 

Senator Jounson. Off the record. 

(Discussion off the record.) 

Senator ScHoEPrPEL. Owing to the time limit, I know there are those 
of us here who are interested in the further proceedings, and we will 
recess the hearing this morning until tomorrow at 10 o’clock in this 
room. 

(Whereupon, at 12:15 p. m. cote noeene recessed, to reconvene 
at 10 a. m., Wednesday, March 17, 1954. 
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WEDNESDAY, MARCH 17, 1954 


Unitrep States SENATE, 
SUBCOMMITTEE No. 2 ON COMMUNICATIONS OF THE 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washinaton. D. C. 

The subcommittee met at 10:10 a. m., pursuant to adjournment, in 
room G-—16 in the Capitol, Senator Charles E. Potter (chairman of the 
subcommittee), presiding. 

Present: Senators Potter and Hunt. 

Staff members present: Bertram O. Wissman, chief clerk, and 
Nicholas Zapple, professional staff. 

Senator Porrrer. The committee will come to order. 

When the committee recessed yesterday, we had under considera- 
tion S. 2926. 

First we would like to have a short statement by the chairman of 
the commission, Mr. Hyde, and then after that the first witness will 
be Mr. Al Gross of the Royaleall Co., of Cleveland, Ohio. 

Before we start, however, I have a number of insertions to put in 
the record. 

irst we have a letter received from Mr. George W. Morgan, presi- 
dent of the A ssociation of American Ship Owners, with respect to 5. 
2926. We have a statement prepared by the Pacific American Steam- 
ship Association; a statement by John S. Anderson, president of the 
Aeronautical Radio, Inc.; a letter with enclosures from Joseph Bren- 
ner of 321 South Beverly Drive, Beverly Hills, Calif.; a statement 
from Chester C. Thompson, president of the American Waterways 
Operators, Inc.; and the comments of the Federal Communications 
Commission on 8. 2926; in addition, a telegram received from 
Kenyon C. Bolton, of Cleveland, Ohio, to Senator Bricker, opposing 
the proposed license fee; and also a letter from the Western Union 
Telegraph Co. 

(The documents above referred to are as follows :) 

THe WESTERN UNION TELEGRAPH Co., 
New York 13, N. Y., March 15, 1954. 
Hon. CHARLES FE. Porrer, 
Chairman, Communications Subcommittee, 


Committee on Interstate and Foreign Commerce, 
Washington, D.C. 

Drar Mr. CHAIRMAN: The Western Union Telegraph Co. respectfully submits 
the following statement in connection with your consideration of Senate bill S. 
2926, a bill amending the Communications Act of 1934, as amended, so as to 
provide for the imposition of nominal charges or fees by the Commission for 
inspections, certificates, registrations, licenses, permits, or applications issued 
or provided by the Commission. 
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Following a directive by the Director of the Bureau of the Budget, the Federa1 
Communications Commission in a public notice No. 1805, dated January 28, 
1954, announced proposed rulemaking looking toward the establishment of fees 
to cover the cost of its licensing and similar activities. Among the fees suggested, 
a fee of $30 was proposed for each application filed by the Western Union with 
the Federal Communications Commission requesting authority to discontinue or 
reduce hours of telegraph offices or change from a company office to an agency 
representation, 

Based on the Federal Communications Commission’s annual report for the 
fiscal year ending June 30, 1953, during which a total of 1,953 applications for 
reduction of hours, consolidation, conversion, or closure of public telegraph 
offices were filed by Western Union, it appears the Commission anticipates the 
collection of approximately $60,000 a year for authorities granted in connection 
with such applications filed by the telegraph company. 

With respect to applications filed by Western Union during the 12-month period 
ending June 30, 1953 for authority to reduce hours, consolidate offices, convert 
to agency operation, or discontinue telegraph service, 944, or approximately 50 
percent of the total 1,953 applications were requests for authority to discontinue 
agency offices. These agency offices were actually closed prior to the filing of the 
application with the Commission. Under part 63.68 of the Commission's rules 
relating to section 214 of the Communications Act, as amended, the telegraph 
company is required to 
uance of such agency <¢ 





le application for authority for emergency discontin- 
ces within 30 days of the date of the closure of the 
agency oflice. The permission to close agency offices, subsequent to the filing 
of application for Commission authority, is granted because such discontinuances 
of service are beyond control of the telegraph company. 

It is respectfully submitted that the imposition of a fee for the filing of such 
agency closure applications, where in each instance the closure is an accom- 
plished fact and beyond the control of the telegraph company, is inequitable and 
not such an activity as was contemplated in title V of the Independent Offices 
Appropriation Act of 1952, (5 U. 8. C. A. 140). No telegraph revenue exists in 
the majority of the communities wherein these agencies exist. In practically 
all instances these agencies were established as the result of blanket agreements 
made with railway companies which provide in part that, at each community 
through which the railway company’s tracks pass and where the railway company 
has a depot employee, such employee shall become an agent of the telegraph 
company. The population of these communities generally is very small. From 
the foregoing it is apparent such agencies were not established because of 
telegraphic requirements of the community. 

While a considerable number of these agency offices have been discontinued in 
the past at the request of the railway companies, 10,373 remained in existence 
as of January, 1853. Of this total of 10,373 railroad offices there were 5,321 where 
the public message revenues were less than $5 during January 1953 and in fact 
2,098 handled no originated revenue messages. 

Based on the Commission’s proposed fee of $30 per application, it would cost 
the telegraph company $159,630 to secure Commission authority to close these 
oflices, notwithstanding the fact that the offices would be closed prior to the 
filing of the applications, and such closures would be beyond the control of 
the telegraph company. It would cost the telegraph company $159,630 to 
close agency offices where the total revenues amount to only $7,600 per month. 
Approximately 21 months’ revenue for these 5,321 offices combined would be 
required to pay the proposed fee for authority to close these offices. It is most 
probable that the various railway companies will find it necessary to discon- 
tinue telegraph agency operations at many of the stations in the not too distant 
future since the number of Morse operators available for such duties is decreasing 
rapidly each month. It should also be recognized that the aforementioned 
$7,600 is the telegraph revenue of these offices and does not give consideration 
to any costs of operation, depreciation, and maintenance of equipment, etc., 
at these railroad-operated agency offices. These facts stand in the face of the 
intent of title V of the Independent Offices Appropriations Act of 1952 (5 
U.S. C. A. 140), which contemplated a value being received by the applicant. 

In addition to the conditions relative to railroad-operated agency offices as 
cutlined above, there is a somewhat similar situation with respect to approxi- 
mately 5,500 telephone-operated agency offices. While the Commission’s rules 
with respect to discontinuance of railroad- and telephone-operated agency offices 
are identical, in the case of telephone-operated agency offices these agency offices 
were established individually and not under blanket agreements. Nevertheless, 


fi 
ffi 








LIMITATION ON FEES CHARGED BY FCC 23 


mat 


the same conditions generally exist as to percentage of such telephone-operated 
agency offices which handle little or no originating telegraph traffic. With 
changes in population and extended area telephone service made available to 
many small communities, the volume of traffic handled by these telephone-operated 
agency offices has decreased to the point where many of these agency offices 
are no longer serving the purpose for which they were originally established. 
Additionally, as the revenues decrease, the remuneration to the agents is reduced 
and they are no longer interested in continuing the agency operation. Con- 
siderable expense is involved in sending a representative to the community in 
an effort to secure other representation. If other representation is available 
it is difficult to say how long such an agent will continue the agency operation 
with the small amount of commission it is possible to pay at such agencies. 
While no report is available which would be comparable to the statement prepared 
relative to revenues at railroad-operated agency offices, it is estimated it would 
cost the telegraph company approximately $75,000 under the Commission’s fee 
proposals to discontinue the telephone-operated agencies where the revenues 
average less than $5 per month. 

With respect to hour reduction applications, the telegraph company is required 
to secure authority for such hour reductions prior to the change of hours whether 
the reduction is for 10 minutes or 10 hours. In some instances, to provide a 
better service during the busier hours of the day, it is most practical to reduce 
slightly the opening or closing hour of the office involved. Under the Com 
mission’s proposal, the telegraph company would be penalized by a fee of $30 
in order to provide a better service to the public. 

In November 1952, the company was obliged to submit’ applications to the 
Commission reducing the hours of 63 offices just 3 minutes a day. The applica- 
tions were necessary under an agreement arrived at by the collective bargaining 
between the company and its union reducing the hours worked by just 3 minutes 
daily for those employees in one-man offices. While this extreme situation may 
or may not occur in the future, it represents a type of application Western Union 
must file with the Commission and which would be subject to the maximum fee. 
As another example of the unfairness of the proposed application fee, the tele- 
graph company would be assessed a fee of $30 to establish a new wire operated 
office if the telegraph company did not have facilities within 10 miles of the 
community at which the service is to be established. 

As it appears from the foregoing, the major portion of the applications filed 
by the Western Union Telegraph Co. are the result of circumstances over which 
the company has little or no control and any fee, whether it were “nominal” as 
proposed in §S. 2926, or an attempt to recover the cost of the services of our 
regulatory agency, would be neither fair nor equitable in these instances. 
“Nominal” or token fees, as proposed in S. 2926, for the remainder of the tele- 
graph company’s applications would undoubtedly react to the detriment of the 
publie taxpayers since burdensome and costly machinery would have to be set 
up both by the Government and the company out of balance with the small 
returns ultimately derived after tax deductions. 

Any attempt to recover a portion of the aggregate cost incurred by the agency 
in connection with its regulation of other telegraph activities would create a 
schedule of charges far beyond the value, if any, to the recipient and the public 
policy or interest served. In many such activities, such as inspections, the com- 
pany has no voice in the type, place or number made by the Government agency 
and maintains its own supervisory forces at considerable expense to perform 
similar functions on a more comprehensive scale. 

The Western Union Telegraph Co., therefore, would be opposed to legislation 
that would specifically authorize the Government to levy fees upon its regula- 
tory activities of this company and suggests that the interest of Congress be 
made known to the executive branch of the Government that the current policy 
of the Bureau of the Budget in this connection is not in keeping with the purpose 
for which the Communications Act was enacted. 

Very truly yours, 
E. R. SHute, Vice President. 


CLEVELAND, OHI0, March 13, 1954. 


Senator JoHn W. BricKER, 
Senate Office Building, Washington, D. C. 
A small company in which I am an investor has advised me that the Federal 
Communications Commisison has proposed a fee of $1,500 for licensing equip- 
ment for use in the citizens radio band which Congress originally established 
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for the free use of the average citizen without the necessity of a radio license. 
In addition to retarding the use of this band by the people for whom it was 
intended it will also work a serious hardship on small companies who have been 
the most active in promoting the use of the band. Contrast the proposed $1,500 
fee with the ridiculously small proposed fee of $325 for broadcast and television 
equipment which repreesnts a multibillion-dollar industry that charges millions 
of dollars a year for its services. Hearings will be held in Washington at 
11 a. m. on Tuesday, March 16, by the Senate Interstate and Foreign Commerce 
Subcommittee with Senator Potter as the chief proponent. Any help that you 
can give us in defeating such an unfair proposal will be appreciated. 
KreNYon C. Bouton. 


Ture AMERICAN WATERWAYS OPERATORS, INC., 
WASHINGTON 4, D. C., March 15, 1954. 
Hon, CHARLES FE. Porrer, 
( hi wid) NSubeon ) ttee on Con munteat ONS, 


Committee on Interstate and Foreign Commerce 


United States Senate, Washington, D. C. 


DeaR Senaronr Porrer: Reference is made to 8S. 2926, introduced by Senator 
Johnson of Colorado on February 9, 1954, to amend the Communications Act 
of 1954, as amended, so as to provide for the imposition of nominal charges for 
fees by the Commission for inspections, certificates, registrations, licenses, per- 
mits, or applications issued or provided by the Commission 

This National Association of the Barge and Towing Vessel Industry, whose 
members provide all types of transportation and related services on the inland 
rivers, waters, and in the harbors of the United States, is opposed to enactment 
of S. 2926. It desires that the record of your subcommittee to be produced at 
the hearing scheduled on this proposed legislation on March 16, 1954, so indicate. 

The American Waterways Operators, Inc., a nonprofit corporation organized 
and existing under the laws of the State of Delaware, sincerely believes that all 
of the functions of the Federal Communications Commission are in the publie 
interest and are of the type that should be provided by the United States Govern- 
ment, as has been the case since the inception of that agency in 1934. Specific 
congressional authority for one administrative agency to assess license fees or 
service charges provided under its statutory functions and responsibilities would 
appear to be not in keeping with the traditional policy of Government to provide 
these types of services without “back-charge” to licensees and others obligated 
by law to seek permits, licenses, etc., from instrumentalities of the United States 
Government, 

For this reason, it is hoped that your Subcommittee on Communications of the 
Committee on Interstate and Foreign Commerce of the United States Senate 
will not favorably report 8. 2926, 88d Congress. 

Sincerely yours, 
CHESTER C,. THOMPSON, 
President. 


LAW OFFICES PRITCHARD & BRENNER, 
Beverly Hills, Calif., March 2, 1954. 
Hon. CHARLES E. Porter, 
United States Senator, Washington, D. C. 

DeAR SENATOR Porter: I am taking the liberty of sending you a copy of a 
letter together with enclosure which I have addressed to Senator Johnson con- 
cerning Senate bill 2926. 

Yours respectfully, 
JOSEPH BRENNER. 


LAW OFFICES PritrcHarpD & BRENNER, 
Beverly Hills, Calif., March 2, 1954. 
Hion. EpWin C. JOHNSON, 
United States Senator, Washington, D. C. 


DearR SENATOR JOHNSON: I want to commend you upon your expeditious action 
in proposing legislation to limit license fees proposed to be charged by the Federal 
Communications Commission to nominal ones. 

I would suggest in connection with the proposed legislation that you give con- 
sideration to provisions which would make it possible for applicants before the 
Federal Communications Commission to request hearings in their home com- 
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munities by being given the opportunity of reimbursing the Government for the 
additional costs of sending Commission staff to the field to conduct the hearing. 
Many applicants in hearings have desired to do this because of the expense of 
bringing and maintaining witnesses in Washington over protracted periods, 
but have not been able to do so for lack of enabling legislation. 

I have made such a suggestion in comments which I filed with the Federal 
Communications Commission concerning its license fee proposal and I am taking 
the liberty of enclosing two copies of these comments for your information. The 
proposed provision may well take the form of section 4 (f) (3) of the Communi- 
cations Act of 1934 as amended which permits reimbursement to the Government 
for necessary overtime service performed by ship inspectors at the request of 
shipowners. 

Yours respectfully, 
JOSEPH BRENNER. 
BEFORE THE FEDERAL COMMUNICATIONS COMMISSION, WASHINGTON 25, D. OC. 


ou, 


DOCKET NO, 10869 


In the matter of establishment of fees for the Commission’s lice nsing and similar 
activittes 


COMMENTS OF JOSEPH BRENNER ON PROPOSED RULEMAKING 


Joseph Brenner submits the following comments on the Commission’s pro- 
posed rulemaking in the above matter and states as follows: 

That he is an attorney-at-law, a member of the bar of the Federal Communica- 
tions Commission and engaged in communications practice; that he represents 
various applicants, permittees, and licensees of the Commission in radio and 
television broadcasting and common carrier activities and is familiar with the 
practices and procedures before the Federal Communications Commission; he is 
interested in thet rules proposed to be adopted herein and files these comments 
as an individual member of the bar and as a member of the general public. 


4. The proposed rules should not be adopted 

Respondent does not believe any license fees should be imposed by the Fed- 
era! Communications Commission for the following reasons; 

The subjects of the regulatory activities of the Commission already con- 
tribute to the support of the functions of the Government, including the activities 
of the Federal Communications Commission, through established avenues of 
taxation. 

The functions of the Commission are not directed as a benefit or privilege to 
the subjects of the regulatory activity but are imposed for the benefit of the 
general public through the Commission’s guardianship of the public interest. 

Licensees of the Commission hold their licenses conditioned on serving the 
public interest—the processes and procedures of the Commission have been 
developed for securing and maintaining this interest—a matter of greater benefit 
to the public than to the licensees. 

It is not the purpose of these comments, however, to set forth in detail the 
reasons why the proposed rules should not be adopted. Respondent understands 
that this will be done at greater length by others. Rather it is respondent’s 
principal purpose in filing these comments to suggest additional fees for field 
hearings which will operate as a direct benefit to applicants before the Com- 
mission and to point out certain inequities in the proposal as made. 


B. If the rules are adopted they should contain provision for fees for field 
hearings 

The Commission has long recognized the desirability of holding hearings on 
broadcast applications in the field and at one time established the policy of holding 
such hearings on all television station applications wherever possible. However, 
since the lifting of the freeze on television applications it has not been possible 
for the Commission to schedule such hearings in the field because available travel 
funds have been too ilmited to permit sending Commission staff out of Wash- 
ington. 

A hearing in Washington involves the expenditure of many thousands of 
dollars on the part of applicants in contested cases in bringing witnesses to 
Washington and in maintaining them there, to say nothing of the personal in- 
conveniences, loss of time to business, etc. suffered by the individual witnesses. 
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Many applicants have had to forego calling local witnesses for this reason. On 
the other hand the relatively small Commission staff necessary to conduct hear- 
ings can be sent into the field at a fraction of the cost of bringing witnesses 
and parties to Washington. 

Applicants have in the past been willing, in order to secure field hearings, 
to reimburse the Government for the expenses of sending Commission staff to the 
field, but there has been no way in which this could be done. 

The proposed rules can make field hearings possible through the imposition 
of fees for such hearings to reimburse the Government for additional cost of 
holding the hearings in the field. Such a fee would be perhaps the only one 
from which an applicant would secure a direct benefit and which would result 
in a monetary saving to him. In fact, the economic benefits that could accrue 
to an applicant through a field hearing in lieu of a Washington hearing might 
more than offset the other fees imposed. Such fee might well be the only 
popular one on the schedule. 

The following procedure in this connection is suggested: that the rules be 
amended to provide that any party to a matter designated for hearing may request 
a field hearing within a certain specified period of time. The Commission would 
then pass upon such request and determine, as it has done heretofore, whether 
the hearing should be held in the field. If the Commission determined to order 
such a field hearing, the grant of the request would be made conditioned on 
the payment of a fee in the nature of a deposit to cover estimated additional 
cost of conducting the hearing in the field. The Commission would make the 
estimate based upon zone of travel and the time estimated to be consumed in 
hearing. At the expiration of the time covered by the initial deposit, if the 
hearing should continue in progress, the parties would be required to make 
a further deposit. It would be necessary for the rules to provide that once 
the Commission had determined, upon the request of any one party, to order 
a field hearing that all parties must participate in the fees for such field hearing 
and in effect, jointly contribute to the expenses of the field hearing. Failure 
to make the deposit would be regarded as a default. 

While the enabling legislation (par. 5 U. 8. C., see. 140) provides that all 
moneys collected on the fees proposed shall be paid to the United States 
Treasury as miscellaneous receipts and the Commission therefore would have 
no additional funds from which to make direct payment of the traveling and 
per diem expenses incurred in the field hearing, it can be gainsaid that the 
proper congressional committees will make adequate appropriations for travel 
purposes to be used on reimbursement to the Government as provided in this 
suggestion, and likewise there should be no difficulty in obtaining deficiency 
appropriations to cover such travel expenditures where applicants have already 
made reimbursement to the Government through the payment of field hearing 
fees as suggested herein. 

There is some precedent for this proposal in section 4 (f) (3) of the Com- 
munications Act of 1934 as amended which provides, in connection with ship 
inspections, for the payment of overtime services to Commission inspectors. 
The overtime compensation is paid for by the owner or representative of the 
vessel directly to the Treasury of the United States. The Commission inspectors, 
however, receive their overtime compensation from the Commission which is 
paid out of the annual appropriations for salaries and expenses of the Com- 
mission. The act provides, however, that where such appropriations are insuf- 
ficent, additional amounts may be appropriated from the general fund of the 
Treasury as may be necessary to the extent that the receipts from the vessels 
inspected are in excess of the amount appropriated. 

While such specific language is not found in 5 United States Code, section 
140, Congress would undoubtedly make similar appropriations not exceeding 
the receipts paid into the Treasury for the expenses of the field hearings. 

C. Suggestion of an ad valorem fee schedule 

The fee schedule as proposed provides for a blanket fee of $325 for broadcast 
applications and for certain other functions and licensing activities of the Com- 
mission. No distinction is made between AM, FM, and television facilities or 
for the nature or extent of the type of action required. This blanket fee does 
violence to the announced principle of relating fees to the staff work involved. 
Various functions of the Commission are lumped in the same category. Some 
of these functions require little processing while others consume a great deal of 
the Commission’s attention. No separate treatment is accorded hearing cases 
which within themselves consume the bulk of the Commission's efforts and 
appropriations. 
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If any fee schedule must be adopted by the Commission, it is suggested that the 
imposition of the fee be equalized with a more equitable schedule approaching 
not only the work required of the Commission in processing the application, but 
also related to the worth or value of the permit or license. One means of 
achieving this more equitable fee arrangement is to relate it to the dollar amount 
involved in the application—an ad valorem licensing basis. While the value in- 
volved in a particular application is not an absolute criterion of the processing 
work required, it does in actuality represent a general approximation of the 
work required of the Commission. The principle has the tremendous advantage 
of practical application through a simple formula. 

The ad valorem filing fee is best explained by example. If it is assumed that 
the filing fee were to be established at one-tenth of 1 percent of estimated cost 
of construction in the case of an application for construction permit, or actual 
investment in case of other applications: An application for television con- 
struction permit in a small community with construction costs estimated at 
$200,000 would have a filing fee of $200. A television station application in a 
large community involving construction estimated at $500,000, would call for 
a filing fee of $500. An AM or FM broadcast station with estimated construction 
cost of $50,000, would pay a filing fee of $50. 

Statistical information released by the Commission reveals that there is a 
direct relationship between the size of the population served and the investment 
in a station. It follows generally, that stations in larger communities with 
greater construction costs will have more complex accounting and financial as- 
pects and will specify higher power and have more technical problems than 
Will simpler applications in small communities proposed on minimal bases. Like- 
wise, applications in hearing cases appear generally to set forth much greater 
construction costs than do the nonhearing applications. 

These factors do not operate in every instance but do so in enough cases to 
establish a pattern so as to justify a filing fee related to the nature of the 
investment which in turn approaches the nature of the work demand upon the 
Commission. 

D. Inequities in the proposed fee schedule 

There are many serious inequities in the proposed fee schedule. The same 
fee is proposed for an original application for construction permit as is scheduled 
for an application for license or for modification of construction permit or 
license or for assignments and transfers of permits and licenses. Some of these 
upplications require major processing, but many are clearly of a very minor 
nature making but small demands upon the Commission’s functions. For ex- 
umple, many modifications of construction permit or license involve such matters 
as correction of geographic coordinates, minor changes of power, change of 
name, studio location, ete. No distinction is made in transfer and assignment 
applications between the simple short form 316 where no actual change in control 
takes place and the regular transfer application form 315, although there is a 
great difference in the amount of work involved. 

No attempt is made in the schedule to provide separately for reimbursement 
for the costs of processing hearing matters. Although the policy is expressed 
in the Commission’s pronouncement that one function should not be made to sub- 
sidize another, it is clear that the bulk of the applications, which do not go to 
hearing, will in effect subsidize the few that do, and yet the relatively few hear- 
ing matters make the biggest demand on Commission time and functions. It is 
of course difficult to establish an absolutely equitable schedule of fees, but it is 
suggested that if a schedule must be adopted, that consideration be given to 
equalizing some of these inequities by reclassifying all but major applications into 
the minor classification for which but a nominal fee would be charged. The 
major fee should apply only to the basie applications for facilities and should 
not include modifications or simple assignments. 

The further suggestion is made that consideration be given to postponing the 
imposition of the bulk of the fee to either the time of the grant of the construc- 
tion permit or upon the application for license to cover construction permit. 
This is suggested for the reason that until an actual grant is made all moneys 
expended by an applicant represent a risk expenditure for which nothing of 
benefit may accrue to him. In the aggregate these risk expenses often total a 
substantial sum, particularly in hearing cases. Once a grant is made, however, 
expenditures for license fees are related to actual capital outlays or operating 
expenses and are paid in a more certain anticipation of an eventual return. Fee 
extraction is more painless under these circumstances and in all fairness the 
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recipient of the very valuable grant should pay the larger portion of the costs 
of providing it 

It is suggested also that a different fee apply to a grant made after a hearing 
than to one made without a hearing so that the costs arising from the hearing 
activities may be more properly allocated. 

Dated February 9, 1954. 


Respectfully submitted, 
JOSEPH BRENNER. 


STATEMENT OF J. S. ANDERSON, PRESIDENT AERONAUTICAL RADIO, INc. (ARINC) 


My name is J. S. Anderson. I am president of Aeronautical Radio, Inc., a 
Delaware corporation, with its principal office in this city at 1523 L Street NW. 

ARine, since its inception in 1930, has been a specialized aviation communi 
eations organization. Its stockholders comprise all of the scheduled airlines of 
the United States, the principal foreign-flag airlines operating into the United 
States, and various other companies interested in aviation communications. 

ARine is the licensee of ground radio stations at some 500 location throughout 
the Unitd States, its Territories and possessions, including stations at gateway 
terminals serving overseas and foreign aircraft operations. These aeronautical 
cround stations maintain continuous watch for communication with aircraft in 
flight. This is a required and necessary service for the safety and efficiency of 
air operations. The gateway terminals operate several point-to-point circuits 
exclusively for aviation services 


ARine, under its original policy, is operated nonprofit. Its costs are reim- 
bursed by service users Its services are available under contract arrange 


ments, without discrimination, as required by FCC regulations. ARine services 
are used not only by stockholders but also by many other aircraft operators, the 
largest principal group being executive aircraft of corporations including many 
of the leading companies in the United States. 

Position of Aeronautical Radio, Inc., on S. 2926 is as follows: 

1. We are opposed to any FCC licensing fees or charges for aviation radio 
stations or applications. 

2. If such fees or charges are to be established, it is our distinct preference 
that such be the result of specific legislation rather than by FCC rule-making 
proceeding (under general legislation), as now proposed in FCC Docket No. 
10869, 

We are confident that the views above stated also may be taken as the views 
of the scheduled airlines on this subject. 

If S. 2926 is to be favorably reported by the committee, we respectfully urge 
addition of a second sentence, substantially as follows: 

“(p) The Commission may by regulation prescribe nominal fees or charges for 
any inspection, certificate, registration, license, permit, or application issued or 
provided by the Commission in carrying out the provisions of this Act. Regula- 
tions therefore, in the discretion of the Commission, may exempt specified author- 
izations or classes of authorizations which involve the use of radio in recognized 
safety services.” 

Radio authorizations in the aviation service have a high order of public in- 
terest. Radio and aviation, contemporary arts of this century, have developed 
within the last generation to very high standards of efficiency and public service. 
Aviation is greatly dependent upon radio. Both air transportation and aviation 
radio have a standby value to national defense. For these and other reasons we 
are opposed to FCC license fees. 


STATEMENT OF PACIFIC AMERICAN STEAMSHIP ASSOCIATION 


My name is Ralph B. Dewey. I am Washington representative of Pacific Amer- 
ican Steamship Association, a nonprofit association of the 12 principal American- 
flag ship operators on the Pacific coast. My appearance at these proceedings is 
for the purpose of opposing the proposed imposition of what we consider to be 
unreasonable fees for services performed for steamship lines by the Federal 
Communications Commission on the grounds that it imposes upon private ship 
operators the burden of paying the Government for inspection services which, by 
the nature of existing statutes, they are obliged to undertake in the publi 
interest. 
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It is my understanding that these proceedings are for the purpose of bringing 
into the legislative arena an open discussion of the nature and type of fees which 
the FCC might propose for licensing and related activities. Such a proposal has 
already been made by the FCC when they published as a public notice on January 
28, 1954, a schedule of proposed user fees. This was done pursuant to provisions 
of circular 25 (a) of the Bureau of the Budget dated November 5, 1953. The 
budget circular in turn was issued pursuant to provisions of the Independent 
Offices Appropriations Act of 1962. 

The member lines of our association are opposed to the imposition by FCC of 
these fees and appreciate this opportunity for a legislative hearing. We take this 
opportunity to offer our comments on specific fees proposed by the FCC January 
28 which relate to ship operations: 

I. TYPE-APPROVAL APPLICATIONS COVERED BY PART 3, 8, OR 19 OF THE FCC RULES 


The FCC proposes a fee of $1,500 for each type approval in these categories. 
(Part 8 relates to shipboard installations.) Such an excessive fee would tend 
to discourage improvements on existing equipment, as well as on completely 
new equipment. 

Continuous research work is conducted by electronic manufacturers in an 
attempt to improve radio equipment on board ship which, of course, redounds 
to the benefit of the ship operator and to improving safety of life and property 
at sea. If the manufacturer must bear this additional type-approval fee, he 
might be forestalled from initiating innovations of a beneficial nature. Further, 
the vessel operator who must purchase this newly designed equipment would 
have to bear the ultimate cost of this fee. On equipment which is only manu 
factured in small quantities, the portion borne by the purchaser of each unit 
would not be an inconsiderable amount. It is suggested that if such a fee is 
necessary that a sliding scale be used so as to take into account the number of 
units Which would be built as a result of such application. 


Il. COMPULSORY SHIP INSPECTION APPLICATIONS, $50 


This inspection is made to enforce the law and is not necessarily for the 
convenience of the operator. No fee should be charged for this service. It is not 
entirely clear whether the $30 fee would cover both the FCC inspection required 
under FCC rules, as well as that required under Safety of Life at Sea require 
ments ; or Whether one fee would cover both inspections. 


II. SAFETY AND SPECIAL RADIO SERVICES APPLICATION, $10 


This proposed applicaticn fee, while not large, is unfair in principle. Certainly 
it should be no more than the $8 which is proposed to be charged on application 
for amateur, disaster, and civil emergency services \ radio-equipped vessel at 
sea serves its entire surrounding area as a communication center in emergencies, 
and it should be treated as a disaster-relief unit in the levying of application 
tees 


KIRKLAND, FLEMING, GREEN, MARTIN & ELLIS, 
Washington 6, D. C., April 2, 1954 
SENATE COMMITTEE ON INTERSTATE FOREIGN COMMERCE, 
Capitol Building, Washington 25, D.C. 
(Attention: Mr. Nicholas Zapple.) 

GENTLEMEN: With reference to your committee’s consideration of FCC license 
fees (S. 2926) there is enclosed two copies of comments filed yesterday in the 
FCC rule-making proceeding by Collins Radio Co. of Cedar Rapids, Iowa. 

Very truly yours, 
DONALD ©. BEELAR. 
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FEDERAL COMMUNICATIONS COMMISSION, WASHINGTON 25, D. C. 
DOCKET NO. 10869 


In the Matter of Establishment of fees for the Commission’s licensing and 
Similar activities. 


RESPONSE TO NOTICE OF PROPOSED RULE MAKING 


Collins Radio Company, a corporation, herewith files its appearance in the 
above entitled proceeding and states its opposition to the establishment of fees 
for FCC authorizations, and in the particulars hereinafter set forth, and re- 
quests opportunity to participate in this proceeding for the following reasons: 

1. A Government fee system on FCC authorizations in the radio services, a 
reversal of policy of some 27 years standing, should not be established, and 
certainly should be deferred until after disposition of the pending legislative 
proposal in Congress, 8. 2926. The public domain features of radio regulation 
warrant opportunity for congressional policy determination on whether any 
fee shall be established, and on details as to the amount, nature and application. 

2. If any schedule of fees is established, applications for experimental authori- 
zations or developmental authorizations, either contract or commercial, should 
be exempt. The imposition of fees for Government contract facilities will re- 
sult in a net loss to the Government. The imposition of fees for commercial 
experimental authorizations, not sponsored by Government, is inconsistent with 
the basic intentions of Sec. 308 (g) of the act, which enjoins the Commission 
to study new uses of radio, provide for experimental uses of frequencies and 
encourage the larger and more effective use of radio in the public interest. 

5. If any schedule of fees is established, applications for type acceptance of 
equipment or for type approval of equipment should be exempt. Such filings 
are for the purpose of giving the FCC information and data, not to seek a station 
license. Basically, the act is addressed to regulating the use and operation of 
radio facilities (Sec. 301). The rules govern persons who are licensed by the 
FCC to operate radio stations. The function of a type acceptance or type ap- 
proval procedure is to assist applicants and the FCC in the administration of 
radio authorizations. This is a desirable but voluntary procedure of benefit 
to operating licensees and the FCC. Such procedure, one facilitating ICC 
actions, should not result in a fee on a manufacturer. 

4. If any schedule of fees is established, and type acceptance or type ap- 
proval applications are not exempt as above requested, the particular fees of 
$100, $600, and $1,500, as proposed, should not be established, and action thereon 
should be deferred until a reasonable period subsequent to final action by the 
Commission in pending docket No. 10798 proceeding, Jn Re: Establishment of 
Rules for Type Approval of Equipment, etc. The Collins Radio Co. filed com- 
ments,in this proceeding February 1, 1954, and the return date was postponed 
until April 1, 1954. The Commission’s determination in docket No. 10798 pro- 
ceeding involves a consideration of what “work and service” is to be per- 
formed by the FCC in type approval actions and, therefore, has a direct con- 
sequential result on the character and amount of proposed fees. The estab- 
lishment of a schedule of fees for such applications, prior to a determination 
in the docket No. 10798 proceeding, will have the effect to prejudge and preju- 
dice a due consideration of comments and the right to participate in the latter 
case. The proposed rules in docket No. 10798 presuppose that type approval 
work would be performed in the Commission’s Laboratory at Laurel, Md. The 
supposition of Government equipment testing in the FCC Labortary is reflected 
in the schedule of fees proposed in docket No. 10869, e. g., $600 and $1,500 per 
application. The pleading filed by Collins Radio Co. in the docket No. 10798 
proceeding opposed the provision requiring equipment testing only in the FCC 
Labortary. Favorable consideration of revisions requested by the Collins Radio 
Co. would render unnecessary the proposed FCC Labortary equipment testing 
work, which in turn would avoid the necessity of any fee for type approval or 
type acceptance actions. 

Wherefore Collins Radio Co. requests that action on the proposed fee schedule 
be deferred indefinitely, or in the alternative, that the proposed schedule be 
not adopted unless revised to include the exemptions and revisions above stated. 

Respectfully submitted. 

COLLINS RaApto Co., 
By Donatp C. Beecar, Its Attorney. 


APRIL 1, 1954. 
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ASSOCIATION OF AMERICAN SHIP OWNERS, 
New York, N. Y., March 15, 1954. 
Re S. 2926 (Johnson) 
Hon. CHARLES E. Porrer, 
Chairman, Subcommittee on Communications, 
Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. ( 

My Drar SENATOR PorTeR: This association is strongly opposed to the pro- 
Visions of S. 2926 that would authorize the Federal Communications Com 
Inission by regulation to prescribe fees or charges for inspections, licenses, per- 
mits, ete Similarly, this association is strongly opposed to the fees proposed to 
be established by the FCC pursuant to notice published in the Federal Register 
for February 3, 1954, at page 622. I would appreciate it if you would include this 
letter in the hearings as a part of the record on 8, 2926 

Our opposition to the bill, to the proposed FCC fees and to fees that have 
been proposed by other Government agencies, is based upon fundamental 
principles that seem to be sound beyond question 

The FCC was, of course, established as a regulatory agency. The _ basi 
function of that Commission was “to make available, so far as possible, to all 
the people of the United States, a rapid. efficient, nationwide and worldwide 


wire and radio communication ser * [Emphasis added.] The power 
to issue licenses and permits was merely incidental to and solely in furtherance 
of that basic object of public policy In the light of that consideration, licenses 


or permits should be granted as a matter of course and without fee or other 
charge, whenever the proposed service or activity will promote the type of com 
munication service that is sought in the interest of “all the people of the United 
States,” 

If in enacting the Communications Act. the Congress had proceeded on the 
theory of nationalization of the communications system, then no doubt fees 
and charges might logically be imposed as payment to the Government for the 
right or privilege of using Government facilities. But such was clearly not the 
case. There was no intention of seizing a communications system that had been 
created and developed under free enterprise and with private capital, of estab 
lishing a tremendous Government monopoly, and then of granting rights or 
interests for which the grantees would be expected to pay by way of fees for 
licenses or permits 

If the philosophy underlying the proposal that fees be charged is that those 
whose activities are regulated, controlled or promoted by the Government should 
support financially whatever Federal agency is involved, then it would seem to 
follow that litigants should support the courts, farmers should support the 
Department of Agriculture, workers should support the Labor Department, and 
so on down the line. But it seems that in sound theory all Government depart- 
ments and agencies are intended to and generally do function in the overall 
public interest (nd if that theory and result are desirable, as they seem to be, 
then it surely follows that the cost of the public services provided should be 
borne by the public generally and that the proposal to charge fees for such 
services should be rejected. 

Yours very truly, 
GEORGE W. Morgan, President. 


Senator Porrer. Mr. Hyde, if you would be so kind as to take the 
chair. 

Of course I would like to state that I regret that L was unable to be at 
the hearing yesterday. In preparation for St. Patrick’s Day I had 
to attend a hearing on the McCarthy committee, but I am happy and 
pleased that I can be here today. 


STATEMENT OF ROSEL H. HYDE, CHAIRMAN, FEDERAL 
COMMUNICATIONS COMMISSION 


Mr. Hype. Chairman Potter, at the conclusion of the presentation 
of my statement yesterday a series of questions were referred to 
me for reply. The suggestion was made then that replies be sub- 
mitted to the committee later 
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I have referred to the Commission’s files and records and have ex- 
amined the questions and would be prepared to discuss them on 
the basis of that examination. 

However, it might be more helpful to the committee if these matters 
were discussed with the Commission, something I haven’t been able 
to do in the time available, and written responses were submitted 
later. 

Senator Porrer. 1 think that probably would be more proper. 

Mr. Hyper. I should like to add, too, that other members of the 
Commission would be present today because of their interest in this 
subject except that this is Commission meeting day. Commissioner 
Bartley is here with me , and the general counsel is here, and we shall 
have an observer here at all times to be of any assistance that can be 
given to the committee. 

Senator Porter. If any questions ee during the course of the 
hearing this morning, I assume the re will | ve Someone he ‘re to convey 
the questions to the Commission for appropriate action. 

Mr. Hype. There will be. and if the committee wishes, I shall remain 
for the session. 

Senator Porrer. I think if you have a committee meeting, it is very 
desirable that vou be there. 

Hyper. Other members of the C ommission may wish to submit 
separate statements. Commissioner Doerfer has indicated that he may 
wish to do so. 

Senator Porrer. That is perfectly all right. 

Mr. Hyper. Thank you. 

Senator PorreRr. Mr. Al Gross. 

Mr. Gross, will you identify yourself for the record ? 


STATEMENT OF AL GROSS, VICE PRESIDENT, ROYALCALL CORP., 
OF CLEVELAND, OHIO 


Mr. Gross. I am Al Gross. I am vice president of the Royalcall 
Corp., of Cleveland, Ohio. I have a prepared short statement which 
I would like to enter into the record. 

Senator Porrrer. You may proceed. 

Mr. Gross. I would like to read from the statement, and I would 
like to elaborate a bit on certain points at the end of the statement, 
if I may. 

Senator Porrer. Feel free to do so. 

Mr. Gross. Our principal business is design, development, and man- 
ufacturing of communications equipment for hospitals, industry and 
civilian applications. 

Some of the equipment our company now manufactures comes under 
the regulatory and licensing jurisdic tion of the Federal Communica- 
tions Commission. Rules governing our equipment are known as part 
19, Citizens Radio Service, a service intended for use for private or 
personal radio communication, radio signaling, control of objects, or 
devices by radio. Any citizen of the United States 18 years of age 
or over is eligible for a station license in this service. 

I might add that there is no charge at this time. 

Radio facilities authorized under the rules for this service may not 
be used for any purpose contrary to Federal, State, or local law, or to 
carry communications for hire or to carry program material of any 
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kind either mene sd or indirectly for use in connection with radio 
broadcasting, or for direct transmission to the public through public 
address sataih or by any other means. 

The passage of S. 2926 would cause to be imposed a great restraint on 
our business and could substantially reduce public acceptance. Fees 
or charges imposed by the Federal Communications Commission would 
be compounded by existing high Federal excise taxes on electronics 
equipment. 

Our company, as well as many others with limited capital, will be 
forced to abandon the design, development, and the manufacturing of 
equipment that will be te xed by fees or charges before it reaches the 
public and in addition would require the public to pay a fee or charge 
initially and periodically for continued usage. 

Senator Porrer. Mr. Gross, just what do you manufacture ? 

Mr. Gross. We manufacture equipment for hospitals that can be 
used to page doctors by radio. It is also used in certain types of 
industry where personnel have to be paged internally. We use a form 
of UHF transmission which, of course, comes under the regulatory 
power of the FCC at this time. 

Senator Porrer. Under this proposed fee program of the Commis- 
sion you would be required to pay a fee? 

Mr. Gross. We would be required to pay a fee in advance of the full 
production and manufacture of the equipment. 

If I may introduce into the record and from the schedule of fees 
which I have before me, our particular class of service, known as part 
19, a piece of equipment submitted to the FCC would require an ad- 
vance payment or a payment at the time of $1,500 for such equipment. 

That is the highest fee on their schedule of fees. 

Senator Porrer. That is for any new type of equipment that you 
put out? 

Mr. Gross. Any additional new type of equipment would require an 
2dditional $1,500 each and every time equipment was introduced. 

In addition our customer would have to pay an additional fee for 
the licensing of that equipment for his use. 

Senator Porrrer. How much would he have to pay? Where is that 
on the schedule? 

Mr. Gross. Further on their schedule I have here, proposed sched- 
ule of fees for operator licenses, and I read from page 4 of their 
schedule: 

It is proposed that a fee of $3 be charged in connection with the processing of 
all applications for commercial operators’ licenses, regardless of class. 

Senator Porrrr. A $3 fee? 

Mr. Gross. That is right. 

Senator Porrrer. Senator Hunt, do you have any questions? 

Senator Hunt. Is any of your equipment used outside of the build- 
ing in which it is installed? 

Mr. Gross. In some cases it is used that way. 

Senator Hunt. I don’t know whether the chairman would see this 
picture as I do or not, but we have arrived at a situation, I am sete 
sure, where a bill like this probably will not be assigned for full debate 
on the Senate floor and can only be passed by unanimous consent; 
that is, one objection and the bill is dead. 
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Have you talked with the FCC to ascertain if they might be agree- 
able to an amendment which would take from this bill its application 
to your product and to the service which your product renders 4 

Mr. Gross. I have not, and as of yesterday I have here before me 
Chairman Hyde's statement in which he does state that the payment 
of fees would have to be fully explored and determined on certain 
types of service, particularly those that would manifestly impair the 
public interest in certain classes of service. 

Senator Porrrer. I assume what you are asking is that if a fee pro- 
gram should be approved, that you be exempt, is that correct ‘ 

Mr. Gross. If a fee program be approved, we would be subject, of 
course, to the fees under the overall program. 

Senator Porrer. Yes; but I say, you are asking that, because of the 
nature of your commodity, that you be exempt—is that what you 
are 

Mr. Gross. Well, we would not ask that as a special favor. We 
would, of course, want a substantial reduction. 

Senator Hunr. Have you made any presentation to the FCC in 
any way as yet! 

Mr. Gross. Well, we only heard of this within the last 2 weeks. 
We, of course, could not have objected in that time to the FCC. 

Senator Hunr. What this would mean if this stood with reference 
to your product, it would just simply be a charge against every hos- 
pital that utilized your equipment, would that be right ? 

Mr. Gross. Partially. We would be charged a fee in advance of 
the manufacture of our equipment as stated in the present rules and 
regulations. 

Senator Hunr. That would be a part of your cost of doing business, 
and you would necessarily have to pass it on to your customer. 

Mr. Gross. That is true. 

Senator Porrer. What is the cost of your radio transmission for 
the use of doctors and so forth? What does that cost the hospital 

Mr. Gross. The hospital will pay on an average of $3,500 to $6,000 
for an installation, depending upon the number of doctors they have 
to call or the number of personnel they will have using this equip- 
ment, 

Senator Porrer. I assume that before you manufacture this equip- 
ment that you had to get a license or approval from FCC, is that 
correct / 

Mr. Gross. That is correct. 

Senator Porrer. When you secured that approval, there was no 
fee attached / 

Mr. Gross. There is no fee at the present time. 

Senator Porrer. What this would mean is that if there was any 
hew equipment developed, there would be a fee of $1,500. 

Mr, Gross. That is correct. 

Senator Porrer. It wouldn’t apply to the present equipment you 
now have which has already been approved. 

Mr. Gross. That is correct. 

Senator Porrer. You stated that you just recently heard of this 
proposed fee progr: am that FCC recommended. Do you know whether 
there are other like business people who would be affected, and this 
hasn’t been brought to their attention ? 
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Mr. Gross. Yes, I do; although whether or not this bill has been 
brought to their attention I do not know, but I have before me a list 
of manufacturers who must submit their equipment to the Commis- 
sion for approval, and I have the list here. It is the only copy I have, 
if you wish to see it. 

Senator Porrer. 1 wonder if a copy of that list could be had for 
inclusion in the record. 

Mr. Gross. I believe it is available from the FCC offices. 

Senator Hunr. Do you lease or sell your equipment ? 

Mr. Gross. We sell our equipment outright. 

Senator Porrer. Thank you, Mr. Gross, for taking the time to give 
us the benefit of your advice. 

Mr. Gross. Would you want to have this? 

Senator Porrer. Is that a document from FCC ? 

Mr. Gross. This is the document. 

Senator Porrer. We can secure that. Thank you. 

Mr. Gilbert Johnson, Lake Carriers Association. 

Mr. Johnson, it is always a pleasure to see you. 


STATEMENT OF GILBERT R. JOHNSON, COUNSEL, LAKE CARRIERS 
ASSOCIATION 


Mr. Jounson. Thank you, sir. It is always a pleasure to be here. 

Mr. Chairman, my name is Gilbert R. Johnson, 1208 Terminal 
Tower, Cleveland, Ohio. 

My appearance before your subcommittee is on behalf of Lake Car- 
riers Association, an organization consisting of some 27 vessel com- 
panies owning in the aggregate 325 bulk-cargo vessels oer In 
the tr: msportation of commodities such as iron ore, coal, limestone, 
and grain on the Great Lakes. 

S. 2926 becomes important to vessel operators on the Great Lakes 
because of the recent agreement between the United States and Canada 
for Promotion of Safety on the Great Lakes by Means of Radio, which 
becomes effective November 13, 1954. After that date every vessel, 
with certain minor exceptions, navigating the Great Lakes will be re- 
quired, for purposes of safety, to carry a radiotelephone installation 
in effective operating ¢ ‘ondition and at least one officer or member of 
the crew qualified to operate such installation. 

The Great Lakes agreement also provides that radiotelephone equip- 
ment on vessels subject to the agreement shall be inspected or surveyed 
periodically, not less than once every 12 months. After inspection or 
survey the equipment must be certified as meeting the requirements 
of the Great Lakes agreement. Some members of the crew, too, must 
be certified as having the necessary qualifications for the operation of 
such installations under the agreement. 

Since, in the case of United States vesseis, the Federal Communi- 
cations Commission is the appropriate agency to perform the heces- 
sary inspections and surveys and to issue the required certifications, 
S. 2926, as now proposed, would empower the Commission to promul- 
gate regulations prescr ibing nominal fees or charges for such services. 
It is the view of Lake Carriers Association that no fees or charges 
should be imposed upon those whose vessel installations must be in- 
spected and whose ship personnel must be certified to comply with the 
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provisions of the agreement in the interest of safety to life and 
property. 

It was pointed out in the report of the Secretary of State to the 
President with regard to the Great Lakes agreement on March 8, 
1952 that, 

So far as radio is concerned, the Great Lakes presents specialized problems 
which require special treatment based on local conditions. 

The Great Lakes agreement represents the combined efforts of Gov- 
ernment and private persons in this country with similar groups in 
Canada to coordinate and perfect the use of radiotelephone, as devel- 
oped on the Great Lakes, in the interest of safety to life and property. 
Besides the installation of radiotelephone equipment, the agreement 
requires vessel apparatus to have a distress frequency and one ship-to- 
ship frequency, all vessels to maintain continuous listening on the dis- 
tress frequency. The sole object in requiring inspection and certifica- 
tion of equipment and vessel personnel is to insure adequate use of 
the frequencies for distress and safety. 

In every case the United States, by virtue of article 11, section 3 of 
the agreement, fully guarantees to Canada the completeness and 
efficiency of the inspection and survey. Canada in turn extends a 
similar guarantee to the United States—I should say, each company 
with respect to its own ships. 

In other words, inspections and surveys to be performed by the Fed- 
eral Communications Comission in compliance with the Great Lakes 
agreement are directed primarily toward the establishment of greater 
safety on the Great Lakes in the public interest and the fulfillment of 
this country’s treaty eae 

In substance and in effect the Great Lakes agreement is analogous to 
the domestic laws relating to the inspection and certification of the 
safety of vessels and the lic ensing and certificating of vessel personnel. 
For m: uny years the hulls, boilers and propelling machinery of vessels 
have required annual inspection to determine if such vessels may be 
used in navigation with safety to life, and the licensing and certifi- 
cating of personnel. At present such inspection is performed and 
licenses and certificates are issued by the Coast Guard. 

By the laws of the United States, originating with the Shipping 
Act of June 19, 1886, title 46 United State C ode Annotated, section 
331, the Coast Guard is expressly prohibited from imposing any fee or 
charge for the inspection or examination of vessels and licensing and 
certificating of personnel. Obviously, the Coast Guard acts in the 
public interest, to promote the safety of life and commerce. Of course, 
when it is necessary for Coast Guard personnel to remain on duty 
outside the customary working hours of the particular port or on Sun- 
days or holidays, compensation for overtime is paid by the vessel 
owner. That is title 46, United States Code Annotated, section 382 
(b). The treatment of overtime in this respect is consistent with para- 
group 3 of section 3 (f) of the Communications Act, 1934, and there is 
no objection to paying overtime compensation for the inspection of 
radiotelephone equipment where such overtime is necessary. 

The inspection of radiotelephone equipment required by the Great 
Lakes agreement, however, serves the same basic purposes as do the 
domestic laws relating to the inspection of vessels, namely, the pres- 
ervation of life and the welfare of commerce. When Congress enacted 
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title V of the Independent Offices Appropriation Act, 1952—5 United 
States Code Annotated, section 140—authorizing F ederal agencies to 
prescribe fees and charges to the end that suc ‘h agencies should be 
self-sustaining to the fullest extent possible, Congress saw fit to con- 
tinue existing statutory prohibitions on fees or ch: irges for services 
incident to safety. Congress left intact the prohibitions contained 
in title 46, United States Code Annotated, section 331, against the 
imposition of any charge for the inspection of vessels and licensing 
and certificating of personnel. 

Lake Carriers Association believes that the present policy of pro- 
hibiting fees or charges for such matters should be extended to the 
inspection and examination of radiotelephone equipment, as well as 
the certification of personnel required under the Great. Lakes agree- 
ment for purposes of safety. Article 11 of the Great Lakes agreement 
indicates that such inspections are essentially an official governmental 
undertaking required by treaty and to be performed in the public 
interest. 

Accordingly, there is submitted an amendment to S. 2926 inserted 
at the end and reading as follows, and I am simply stating the princi- 
ple, Mr. Chairman. I don’t propose to advise the committee as to 
how it should draft legislation. 

Senator Porrer. We always seek good advice. 

Mr. JouNson (reading) : 

Provided, That no fee, except for extra compensation according to the pro- 
visions of subsection (f) (8) hereof, shall be charged for any inspection, certifi- 
cation, or license issued to the owner or member of the crew of any vessel of 
the United States under any act of Congress or treaty enacted or adopted for 
the safety of life and property. 

Senator Porrer. In other words, Mr. Johnson, you believe that the 
inspection of the equipment for the ships on the Great Lakes is in the 
public interest and so required due to the treaty agreement between 
the United States and Canada, that there shouldn’t be a service fee 
attached, is that correct ? 

Mr. Jounson. Yes, that is right; maintain the same policy or prin- 
ciple with respect to this type of safety legislation that I am referring 
to that applies to other types of safety legislation in the maritime 
field. 

Senator Porrer. In other words, if they carry that same provision 
into other agencies, it would be logical that then they could have the 
Coast Guard charge for their service of inspecting life-saving equip- 
ment. 

Mr. Jounson. That is right. 

Senator nee Senator Hunt? 

Senator Hunv. I believe you stated, Mr. Johnson, in your prepared 
statement, ah you had 27 vessels in your organization. 

Mr. Jonnson. Twenty-seven vessel companies. 

Senator Hunr. Twenty-seven vessel companies? 

Mr. Jounson. Yes. 

Senator Hunt. Have you had an opportunity to study the proposed 
schedule of fees? 

Mr. Jounson. No; I am sorry; I have not. 

Senator Hunt. Then you wouldn’t be in a position to tell the com- 
mittee what the total charge would be against your 27 companies 
should this legislation prevail ? 
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Mr. Jounson. No; Iam sorry. I do not have any information in 
that regard. 

Senator Porrer. Do you have a copy of this notice of proposed 
rulemaking by the Commission ¢ 

Mr. Jounson. No; lam sorry; I do not. 

Senator Porrer. I will be happy to let you have one. 

Senator Hunr. I can’t understand why you don’t have that infor: 
mation. I would think that would be the main thing you would be 
interested in. 

Mr. JomNnson. I think in Cleveland we hear about legislation, per- 
haps, but not— 

Senator Hunr. You didn’t have the opportunity to get it 7 

Mr. Jounson. That is rieht. 

Senator Porrrer. No other q iestions / 

Senator Hunr. No. 

Senator Porrer. Tha k you, Mr. Johnson. 

Mr. Ralph Hardy; Mr. Hardy is vice president of the National As 
sociation ot Radio & Television Broadcasters. 

Mr. Hardy, we are happy to have you with us. 

You are the clief spokesman for the association, is that correct? 


STATEMENT OF RALPH W. HARDY, VICE PRESIDENT, NATIONAL 
ASSOCIATION OF RADIO AND TELEVISION BROADCASTERS 


Mr. Harpy. In this proceeding, yes, sir. 

Senator Porrer. I notice you have quite a lengthy statement. 
Would you be inclined to brief it? 

Mr. Harpy. If I may, sir, I believe it will not occupy too much time, 
and I would like very much to read it. 

Senator Porrer. All right. 

Mr. Harpy. I will proceed as expeditiously as I can. 

Senator Porrer. That is perfectly all right. 

Mr. Harpy. Mr. Chairman, and members of the subcommittee, my 
name Is Ralph W. Hardy. My office address is 1771 N Street NW.. 
Washington, D. C. I am vice president of the National Association 
of Radio and Television Broadcasters, the trade association of the 
radio and television industry. NARTB comprises in its membership 
1,103 AM—amplitude modulation—stations; 348 FM—frequency 
modulation—stations: and 244 television stations. All of the national 
networks are represented in membership in the association. 

Under authorization of the president and the board of directors of 
our association I appear at this hearing to speak in opposition to 
S. 2926. Let me say at the outset that the NARTB welcomes this 
opportunity to state its case on the important matter of license fees 
for radio and television broadcasting stations to this subcommittee of 
the Senate. In our judgment there is here presented in the license fee 
question an issue of such basic import to the whole concept of regula- 
tion of the media of communication that it warrants the careful con- 
sideration of the Congress. 

Let me first state briefly the manner in which the license fee matter 
has arisen again. In November of 1953, Joseph M. Dodge, Director 
of the Bureau of the Budget, issued to all Government agencies a cir- 
cular directing agencies engaged in licensing activities, including spe- 
cifically the Federal Communications Commission, to provide a system 
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of fair and equitable fees, which, taking into account the value to the 
recipient and the public policy or interest served, should recover, to 
the full extent possible, the aggregate cost incurred in the conduct of 
these activities. : 

The Bureau of the Budget was proceeding in the light of the per- 
missive legislation passed by the Congress in 1951, when, as a part of 
the Independent Offices Appropriations Act of 1952, 1t wrote in a 
special section authorizing Federal agencies to set fees for their serv- 
ices in granting licenses, permits, franchises, and so forth. There 
was no hearing by Congress on this particular license fee language and 
interested parties were foreclosed from making their position known 
prior to the enactment of this bill into law. 

I wish to point out that early in 1953, the Federal Communications 
Commission expressed itself to the House Interstate and Foreign 
Commerce Committee in a document commenting on the license fee 
matter. You will note from the pertinent text of this communication 
which I shall now read that the Commission took a decidedly negative 
attitude toward proposals for license fees. Reference is made to the 
tremendous administrative burden incurred and the even more urgent 
objection raised by the difficulty of imposing fees on a fair and 
equitable basis. ‘The Commission’s document, a mimeographed insert, 
was supplied to the House Committee on Interstate and Foreign Com- 
merce in connection with hearings held on February 20, 1953. I quote 
this statement: 

The Commission has on several occasions been questioned concerning the 
desirability of assessing fees in connection with the licensing of radio stations. 

Senator Porrer. What commission are you talking about ? 

Mr. Harpy. Federal Communications Commission. 

This question was most recently raised by title V of the Appropriations Act 
for fiscal year 1952. The title, which is continuing legislation still in effect, 
provided that the head of each agency should review the various services per- 
formed by the agency which were of benefit to any person, except those engaged 
in the transaction of official Government business, with a view toward making 
such activity self-sustaining by the assessment of a fee or charge for the service 
rendered. The legislation provides that such charge shall be as uniform as 
practicable and subject to such policies as the President may prescribe. Shortly 
after that legislation was passed, the Bureau of the Budget began an inquiry 
into the question of fees and charges generally in the Government. This Com- 
mission—again the Federal Communications Commission—supplied information 
requested by the Bureau of the Budget. Insofar as I know, no uniform policies 
with respect to such fees and charges have been developed by the President, and, 
pending the determination of basic policy in the matter by the President, the 
Commission had not acted on its own initiative to establish any system of fees 
or charges. 

Continuing the quotation from the Commission : 


In the letter from the Bureau of the Budget it was suggested that fees should 
be charged for services which were primarily of benefit to private groups. In 
response to this suggestion the Commission pointed out that fees for services 
which it performs could not, in our opinion, properly be based on this premise 
since the primary purpose of regulatory activities performed by this Commission 
is the protection of the public interest. The former chairman reiterated this 
position to this subcommittee during the course of your hearings on the 1953 
budget. Moreover, the Commission has stated its belief that a system of fees 
and charges based on the value of the grant or service to the individual, such 
as is apparently contemplated by the legislation previously referred to, might 
be construed as negating the basic concept embodied in the Communications Act 
that there can be no private ownership of a radio frequency. In addition, we are 
of the belief that the administrative burden incurred in attempting to develop 
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and maintain a complex schedule of fees and charges based on such factors as 
“direct and indirect cost to the Government, value to the recipient, public policy 
or interest served, and other pertinent facts,” such as was contemplated by title 
V of the 1952 Appropriations Act would be so great that the overall advantage to 
the Government would be questionable 


I continue the quote Trom the Commission : 


While we adhere to these views which we have previously expressed, if it be 
comes the policy of the Government generally to assess fees and charges, for the 
performance of governmental activities having incidental benefit to private per 
sons, it is our belief that a system of flat and generally uniform filing fees, com 
parable to those used in the Federal courts, might be practical and would cer 
tainly be preferable to a system which attempts to relate the fees charged to 
the costs to the Government and value to the recipient. Such a system would 
provide added revenue to the Government, though it undoubtedly would not put 
the Commission on a self-sufficient basis. At the same time, however, it would 
not present the objectionable policy or administrative features found in a system 
based on cost accounting and value to the recipient. 

The NARTB submits that the fundamental objections cited by the 
Federal Communications Commission in 1953 are equally persuasive 
in our consideration today. 

Not withstanding its prior opposition to the license fee project, in 
response to a directive from the Bureau of the Budget, the Federal 
Communications Commission on January 28, 1954, issued its notice 
of proposed rule making, setting forth a s hedule of fees for broad- 
cast services and other services regulated by it. Interested parties 
were invited to file comments on the FCC license fee schedule prior to 
April 1, 1954 

Senator Johnson’s bill, S. 2926, was introduced on February 9, and 
in connection with its release, Senator Johnson expressed his opinion 
to the effect that— 
the question of fees as proposed by the FCC is so fundamental to the principle 
which underlies the Communications Act that any departure from it should be 
resolved by the Congress 

Our association agrees completely with that sentiment. 

Your committee is undoubtedly aware that the license fee matter has 
been raised in Congress on several occasions. It was considered at 
length aoe the formative days of the Communications Act of 1934. 
It has been activated several times since in specific legislative pro- 
pos ils. A study of the deliberations occasioned by congressioné al 
inquiries re ‘veals several fundamental issues that run through all pro- 
ceedings. These can be summed up as follows: 

|. It is the will of Congress that nothing be done to afford any 
implications of proprietorship in the frequencies by the licensees be- 
yond the limits set forth in the Communications Act and for the 
specific periods therein established. 

2. It is virtually impossible to relate the financial requirements for 
operating the Federal Communications Commission to a fixed set of 
license fees. The public interest demands that the Commission be 
free to conduct hearings and examine prospective licensees without 
regard to its capacity to maintain a self-sustaining base for these 
activities. 

>. Any scale of license fees uniformly applied to the industry and 
sufficient to recoup FCC licensing expenses will actually result in a 
serious burden to some marginal broadcasting stations. 
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4. License fee formulas relating the size of the fee to the power, 
frequency, or gross revenue of a given facility actually result in a 
franchise tax rather than a license fee. In addition it has been 
pointed out that much of the revenue yield of such a system would be 
consumed in the arbitration, bookkeeping, and collection operations 
which would be required. 

5. The question has repeatedly been raised as to the discriminatory 
aspect of a fee applied to one segment of the mass media family as 
distinguished from the others. The Government’s historic policy of 
preserving maximum freedom for the channels of the press and of 
speech would be altered by the interposition of a special license fee for 
the privilege of engaging in radio and television broadcasting. 

With these major policy questions in mind which have arisen out of 
long consideration of the merits of requiring the payment of license 
fees by broadcasters, let me now turn to the bill which is the subject 
of this hearing, S. 2926. 

With the overriding premise of this bill, namely, that Congress shall 
make the determination of policy relating to license fees, we are in 
comp rlete agreement. Since we oppose in prince iple the payment of 
license fees for radio and television broadcasting, we must also oppose 
the bill’s language which makes it possible for the Federal Com- 
munications Commission to prescribe nominal fees or charges for the 
issuance of licenses, et cetera. We think Congress should clearly de 
clare a policy ‘in legislation which would forbid theFCC or any other 
agency of the Federal Government to require the payment of license 
fees for radio and television broadcasting. 

This objective could be realized by amending Senator Johnson’s 
bill so as to specifically prohibit the Federal Communications Com 
mission from preseribing license fees for radio and television broad- 
casting stations. 

It is our belief that such language added to the Communications 
Act of 1954 would be in full harmony with the other provisions re 
latine to the issuance of licenses for broadcasting stations. With 
your permission I would like to review briefly the content of four 
pertinent sections of the act that are in point at this juncture of 
my testimony. 

My first quotation is from section 301 of the act which reads as 
follows: 

It is the purpose of this act, among other things, to maintain the control of the 
United States over all the channels of interstate and foreign radio transmission ; 
and to provide for the use of such channels, but not the ownership thereof, by 
persons for limited periods of time, under license granted by Federal authority, 
and no such license shall be construed to create any right, beyond the terms, 
conditions, and periods of the license. 

Also of interest are the provisions of section 304 which read: 

No station license shall be granted by the Commission until the applicant there- 
for shall have signed a waiver of any Claim to the use of any particular frequency 
or of the other as against the regulatory power of the United States because of 
the previous use of the same, whether by license or otherwise. 

Section 307 (d) adds this further limitation: 

No license granted for the operation of a broadcasting station shall be for a 
longer term than 8 years and no license so granted for any other class of sta- 
tion shall be for a longer term than 5 years, and any license granted may be 
revoked as hereinafter provided. 
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Finally from the Communications Act I should like te read section 
309 (b) (1): 

The station license shall not vest in the licensee any right to operate the 
Station nor any right in the use of the frequencies designated in the license 
beyond the terms thereof nor in any manner than authorized therein, 

It is clear from the reading of these prov isions of the Communica- 
tions Act that we are here dealing with a unique situation in the area 
of licensed activities of the Federal Government. No comparable lim- 
itations and reservations are to be found in other aspects of Federal 
licensing operations from which revenue is now being sought through 
the imposition of special license fees. 

Let me again advert to the position taken by the Federal Communi- 
cations Commission in its statement to the House Interstate and 
Foreign Commerce Committee. Concerning the question of primary 
benefit, whether public or private, you will recall that the FCC 
indicated in specific terms that— 
fees for services which it performs comd not * * 
premise 


* properly be based on this 


namely, that the services were primarily of benefit to private groups— 
since the primary purpose of regulatory activities performed by this Com- 
mission is the protection of the public interest. 

Obviously we concur with this thinking of the Federal Communi- 
cations Commission on this important point, and we find such a con- 
clusion inescapable in the light of the basic communications law, 
including the special conditions attaching to the 3-year grants to 
operate a radio or television station. This is further confirmed in the 
very nature of program operations relating to public interest that 
are part of the daily functions of radio and television stations in this 
country. 

Senator Porrer. Could I ask you a question at that point? 

Mr. Harpy. Please, sir. 

Senator Porrer. Do you feel that if the licensing provisions should 

go into effect that it would affect the public service time on radio and 
television stations ? 

Mr. Harpy. I think it would affect the concept of it, Senator Potter, 
and I outline that a little further as we proceed here. 

Senator Porrrer. All right; I am sorry. 

Mr. Harpy. That is all right. 

Let me turn now for a few moments to the question of new rights 
created in favor of licensees by the imposition of license fees. ‘There 
is divided opinion on the ultimate legal status of the broadcaster under 
a license fee system as opposed to the present situation, but it is gen- 
erally agreed that some new factors are of necessity presented with 
the payment of license fees. In all other areas of license fee payment, 
this is exactly what is intended. The applicant receives something 
of tangible value in return for the payment of his license fee. For 
the period of the license, payees of license fees do in fact secure a 
proprietary right. Without that tangible asset the license fee pay- 
ment would be meaningless. 

As previously noted in my statement, the Federal Communications 
Commission has raised this “new rights” question in a very provoca- 
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tive way. Again quoting from the FCC statement to the House 
{Interstate and Foreign Commerce Committee, I read: 

The Commission has stated its belief that a system of fees and charges based 
on the value of the grant or services to the individuals, such as is apparently 
contemplated by the legislation previously referred to 
the Independent Offices Appropriations Act of 1952— 
might be construed as negating the basic concept embodied in the Communica- 
tions Act that there can be no private ownership of a radio frequency. 

It seems evident from a review of investigations of the license-fee 
principle for radio and television stations, that the conclusion has 
repeatedly been reached that a license-fee payment by radio and 
television applicants would introduce a new substantive right in 
favor of licensees and would inevitably depreciate the public owner- 
ship of frequencies concept so carefully spelled out in the Communi- 
cations Act. We must conclude that this persuasive argument has 
been a major factor in the past in defeating moves to impose license 
fees on the broadcasting industry. 

We speak out in opposition to the license-fee payment by radio and 
television stations on the principle that it imposes a discriminatory 
burden on the electronic mass media and places them at a disadvantage 
with their competitors in the market place of news, education and 
entertainment. In the United States, in a manner most unique when 
contrasted with other parts of the world, we have championed a policy 
of maintaining maximum freedom for our channels of communica- 
tions to the people. The concept was never better stated than by our 
first President, George Washington, in an historic message to Congress 
urging them to repeal the transportation tax on newspapers. Presi- 
dent Washington said: 

No resource is so firm for the Government of the United States as the affection 
of the people guided by an enlightened policy, and to this primary good nothing 
can conduce more than a faithful representation of public proceedings diffused 
without restraint throughout the United States. 

Recent events have demonstrated far more eloquently than could 
any pleadings of mine that it is to the interest of the people of this 
country and to the Government to maintain maximum freedom for 
the instantaneous nationwide communicating devices of radio and 
television. 

We are here concerned with the principle of placing an additional 
load factor on broadcasting which, within the scope of presently pro- 
jected license fees, can be faithfully said to constitute a burden and 
a deterrent to many broadcasters offering continuing service to people 
in critical areas where are found low density of population and 
meager economic resources. These circumstances call for utmost con- 
servation and ingenuity on the part of licensees in order to sustain 
communications facilities for the public’s benefit. This kind of 
pioneering spirit in the broadcast field should be encouraged and nur- 
tured in a climate of freedom from governmentally imposed financial 
encumbrances whose monetary value weighted against the service to 
the people, must, by any standard, be found wanting in the balance. 

The National Association of Radio and Television Broadcasters 
respectfully urges this subcommittee to take those necessary steps to 
make a firm legislative declaration against the requirement for radio 
and television stations to pay license fees, and thus put to rest this re- 
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curring ein. In our judgment, as previously indicated, this 
should be done by amending the Communications Act of 1934 in such 
a Way as to restrain the Commission from prescribing any license fees 
for broadcasting. We submit that such affirmative action will fortify 
the basic communications law of our land, and will reflect to the en- 
during credit of the Congress in safeguarding the responsible freedom 
of our private enterprise radio and television broadcasting, so that 
the public interest, convenience, and necessity can thereby best be 
served. 

Senator Porrer. Mr. Hardy, I wish to thank you for your compre- 
hensive statement. I would like to have your comments concerning 
whether you feel that even if the Congress should adopt a policy that 
license fees should be required, that it should be comprehensive and 
include other media other than radio and television ? 

Mr. Harpy. Well, Senator, I would choose on another premise. I 
feel Congress should rigidly steel itself against any proposal to put 
any tax on any mass media. 

Senator Porrer. I am asking that. Do you think if Congress did 
impose a fee on this would there be other Government services now 
rendered on which there would be a demand for fees in order to 
secure a license ? 

Mr. Harpy. I presume you are asking specifically as regards other 
media. 

Senator Porrer. Well, not necessarily other media. I am thinking 
of other Government service. 

Mr. Harpy. Yes: I think that is conceivable. I think if the policy Vv 
of attempting to equalize the Government cost of maintaining its 
various operations in licensing fields is pursued to its ultimate con- 
clusion, inevitably you would get to the whole scope of the problem, 
and you would attempt to wash out, as it were, the cost of all the 
Government activities in this field. 

Senator Porrrer. Senator Hunt? 

Senator Hunr. Do the members of your organization have any 
financial transactions of any kind with the FCC at the present time ? 

Mr. Harpy. Senator Hunt, I don’t recall—my impression is that 
they do not, and I would have to qualify that and ask, if I may, to 
supply the record with a definitive answer on that point. It is my 
impression that except for the payment of whatever costs are involved 
in getting copies of reports and certifications—which is strictly not 
a licensing fee system—that there is no direct payment to the FCC 
by licensees. 

Senator Hunr. Do you believe that it would lead to some rather 
constructive thinking that in the event these fees were assessed and 
paid that you would be, in a way, purchasing some proprietary right 
in the channels that are assigned to you? 

Mr. Harpy. Well, I think I can best answer that question by indi- 
cating to the committee that when the matter was raised—when the 
matter has been raised in the past, as with the present—there is an 
opinion extant in the industry that it might be helpful, for example, 
if additional proprietary rights could be secured. 

I have raised the question in my testimony and have certainly not 
been conclusive in it, but have rather said that it does present a new 
concept which our reading of the Communications Act leads us to 
believe is not the intent of Congress; that it is the wish of the Gov- 
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ernment to completely restrict any proprietary right in the frequen- 
cies, and I certainly haven't the legal capacity to see what might result 
as to any new rights from the assessing of a license fee, but the very 
reason why a license fee is paid does raise the question. 

Senator Hun. One other question: In the sale of a radio or televi- 
sion station or channel is the value of that channel considered in the 
financial transaction between the seller and the buyer ? 

Mr. Harpy. I would say yes, sir; it is. Of course you can’t view 
that as an item by itself. “It is the value of the channel as deve sevied 
by a licensee. 

Senator Hunt. That is all. 

Senator Porrer. Isn’t it true that in many cases you get a license 
even with no development that can be worth a considerable amount 
of money ¢ 

Mr. Harpy. That is correct. 

Senator Porrer. I would like to have your comment on the portion 
of the statement that you read that the Commission made to the House 
{nterstate and Foreign Commerce Committee. You stated: 

It is our belief that a system of flat and generally uniform filing fees, com- 
parable to those used in the Federal courts, might be practical and would 
certainly be preferable to a system which attempts to relate the fees charged 
to the costs to the Government and value to the recipient 

What do you think of that proposal ? 

Mr. Harpy. Again I must plead ignorance on knowing precisely 
what the cost or fee bases are for the court proceedings. It is my 
impression that they are very modest fees, but I don’t know the 
specific answer to that. 

Senator Porrer. Very nominal. 

Mr. Harpy. I hesitate to use the word. It was in some question 
here yesterday, and among many witnesses who sit here, IL rushed 
home to read the legal dictionary yesterday, so I am specifically 
skirting around “ nomins ll,” if I may, in my testimony. 

I believe that the im portant part of that P yhase of the Commission’s 
statement—and I think it is a most persuasive point—is that any at- 
tempt to relate the license fee to the cost of the Government in grant- 
ing that license fee, for example, or the value to the recipient will do 
precisely what the Commission said it would do; namely, it will pre- 
sent such an administrative burden to them and will involve them 
in a system—here I am departing from the Commission’s testimony— 
our judgment is that it will involve them in a system which will 
amount to a franchise tax rather than a license fee, and I am sure you 
are well aware of the fact that broadcasters like all other citizens 
meet their tax obligations and pay those, of course. 

Senator Porrer. You know, there has been some abuse by certain 
citizens in securing a frequency, applying for and securing a fre- 
quency, with no intention of using it, and then selling it and “making 
themselves considerable money. 

I don’t know whether the fee basis would have any effect on that 
wr not. Do you have any views on that? 

Mr. Harpy. I must say, Senator, that I believe that the license fees, 
for example, presently proposed by the Commission would not them- 
selves be a deterrent to a party who, by prior agreement with himself, 
has no real earnest interest in operating, but rather merely acquiring a 
frequency with the hope of trading it to advantage. 
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I am confident that the payment of the fees envisioned at this point 
would not be any stop there. 

I am impresse »d, however, that the Commission itself has taken some 
very realistic steps to reac h the problem of the so-called strike appli- 
cation, and we certainly ae the Commission for those efforts. 

Senator Porrer. It is something that should be done. 

Mr. Harpy. No question about it. 

Senator Porrer. They are denying to citizens who want to develop 

a frequency doing so by holding an application and selling it. In 
ae words, they are getting free property, not for use, but for their 
own personal advantage. 

Mr. Harpy. That is right. 

Senator Porrer, Any other questions / 

Thank you, Mr. Hardy, for your statement. 

Mr. Hoyt Haddock with the CIO Maritime Committee. Mr. Had- 
dock, we are pleased to have you here, and I am sorry I wasn’t able 
- be here yesterday when another bill was under consideration in 
which you are very much interested. 

Mr. Happvockx. We missed you, and I think Senator Johnson de- 
veloped our theory quite capably, and I think the situation is under 
control on the other bill. 


STATEMENT OF HOYT HADDOCK, EXECUTIVE SECRETARY, 
CIO MARITIME COMMITTEE 


Mr. Happock. I am Hoyt S. Haddock, executive secret: ry of the 
CIO Maritime Committee. I am here tod: ay to testify on behalf of 
the Conference of Maritime Labor and Management. 

The members of the conference are as follows: 


American Merchant Marine Institute, Inc. 

American Radio Association, CIO 

Association of American Ship Owners 

Lrotherhood of Marine Engineers, AFL 

Brotherhood of Marine Officers, District 50, UMW 
Inlandboatmen’s Union of the Pacific, AFL 

Marine Cooks and Stewards, AFL 

Marine Firemen’s Union, AFL 

Master, Mates and Pilots, AFL 

National Marine Engineers’ Beneficial Association, CIO 
National Maritime Union, CIO 

Pacific American Steamship Association 

Pacific Maritime Association 

Radio Officers Union, AFL 

Sailors Union of the Pacific, AFL 

Seafarers International Union, Atlantic and Gulf District, AFL 
Seafarers International Union, Great Lakes District, AFL 
United Steelworkers of American, District No. 4, CIO 

At the outset I want to say that we generally are in agreement with 
the context of the letter of February 8, 1954, of Senator Johnson and 
that specifically we agree 100 percent with the idea expressed in para- 
graph 4 thereof that the C ongress, not the FCC, should determine 
what, if any, charges are made. 

We are opposed to S. 2926. This bill would, amongst other things, 
impose a fee upon radio officers because they are required to have a 
license, issued by the Federal Communications Commission. We 
do, however, appreciate the fact that this committee, as a result of 
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S. 2926, is holding hearings to determine whether a small group of 
people should be the tar get of special discriminatory fees. 

The 1934 Communications Act pro\ ides for: 

Regulating interstate and foreign commerce in communication by wire and 
radio so as to make available, so far as possible, to all the people of the United 
States a rapid, efficient, nationwide, and worldwide wire and radio communica 
tion service with adequate facilities at reasonable charges, for the purpose of 
the national defense, for the purpose of promoting safety of life and property 
through the use of wire and radio communication, and for the purpose of 
securing a more effective execution of this policy by centralizing authority here- 
tofore granted by law to several agencies and by granting additional authority 
with respect to interstate and foreign commerce in wire and radio communica 
tion. 

That is title I, section 1, of the Communications Act of 1934, as 
amended, 

The 1936 Merchant Marine Act provides that: 

It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a merchant marine. 

The utilization of the United States merchant marine as an instru- 
ment of national defense and for the development of our foreign 
commerce is for the benefit of all the people. The promotion of safety 
of life and property at sea refers to the protection of all the lives and 
all the property—citizen and noncitizen. ‘True, radio officers are 
part of this overall group whose national defense, foreign commerce, 
life and property at sea are to be protected. Nowhere, in either the 
1934 Communications Act or the 1936 Merchant Marine Act, is there 
the slightest inference that radio officers would have imposed upon 
them a special fee for helping carry out the policies of these acts. 

Thus it is clear that these licenses are issued for the interest, con- 
venience, and necessity of the Nation, not the radio officers, to whorn 
they happen to be issued, 

Radio officers hold licenses issued by the FCC. Should they no 
longer be required to hold this license, none of their abilities and 
skills would be diminished. Officers in the armed services all hold 
Presidential commissions—a form of license. If today they no longer 
were given commissions, they would still be just as capable. Armed 
service officers are needed for the national defense which is for the 
protection of all the people of the United States. Are they to be 
charged a fee for their license to help defend all the people? Radio 
officers sail aboard the ships of our merchant marine, part of which 
receives operating-differential subsidy. This subsidy 1s paid by all 
the people because the merchant marine is an instr ument of national 
defense and foreign commerce for all the people. We are certain 
that the popul: ition of the United States do not want radio officers 
to pay a special tax because they happen to be required by national and 
international law to have a license issued by the FCC. Nor do the 
American people expect radio officers to be charged a special tax 
for sailing aboard the ships of our fourth arm of defense. 

We want to emphasize that these licenses are issued to assure all 
the people, including foreigners, that radio officers are competent. 
The license does not make them competent. Thus it is clear that the 
licenses are issued for the interest, convenience, and necessity of all the 
Nation, not the radio officers to whom they are issued. 

We, therefore, recommend that the principles of discriminatory 
treatment of the few when performing a service for all the people as 








48 LIMITATION ON FEES CHARGED BY FCC 


set forth in this bill, S. 2926, be disapproved and that the FCC be 
notified th: au this committee does not look with favor on the imposi- 
tion of such discriminatory fees. 

Senator Porrer. Mr. Haddock, do you know what the fee would be 
involved for licensing of radio operators on ships? 

Mr. Happock. I have read it. T should know it, but I don’t remem- 
ber. It is either $1.50 or $3. I just don’t remember which. The 
reason why I am confused is that the Coast Guard has come out with 
a set of fees for licenses and certificates, and the fees are different in 
the two cases, 

Senator Porrrer. Counsel states the minimum fee is $3. 

Mr. Happock. We are notifying by letter the ap propriate subcom- 
mittee of this major committee of the situation that has arisen in the 
Coast Guard where they have set forth a notice to cha urge fees and have 
stated no hearings will be held on them, and we are asking this com- 
mittee to do something about it. 

Senator Porrer. Are those fees based upon about the same require- 
ments that the FCC’s proposal is? 

Mr. Hapnock. Yes, sir; they are. 

Senator Porrer. Well. 1 wish to thank vou, Mr. Haddock, for your 
statement, 

Mr. Happock. Thank you. 

Senator Porrer. Mr. John Mahoney, chairman of the Association 

Interstate Commerce Commission Practitioners. 

Mr. Mahoney, we are pleased to have you appear before the 
committee, 


STATEMENT OF JOHN R. MAHONEY, CHAIRMAN, ASSOCIATION OF 
INTERSTATE COMMERCE COMMISSION PRACTITIONERS 


Mr. Manoney. Thank you. 

Senator Porrer. I notice you have a fairly lengthy statement. Do 
you care to read the entire statement, or do you want to brief it, which- 
ever you desire. 

Mr. Manonry. Mr. Chairman, I have a prepared statement which 
I would like incorporated into the record. 

Senator Porrer. Yes. 

Mr. Manoney. Thank you very much, si 

My name is John R. Mahoney, Lama saahan of the New York law 
firm of Casey, Lane & Mitte ndorf. My primary area of responsibility 
in my present firm and my predecessor firm, Lord, Day & Lord, has 
been the representation of shippers, communities, motor, water, and 
other carriers before the courts and Federal administrative bodies, 
particularly the Interstate Commerce Commission, the Federal Mari- 
time Board and the Civil Aeronautics Board. I have also participated 
in telephone rate proceedings before the New York Public Service 
Commission, but have not appeared in any cases before the Federal 
Communications Commission as such. 

I appear today on behalf of the Association of Interstate Commerce 
Commission Practitioners in my capacity as chairman of that body’s 
special committee on fees and as a member of the executive committee, 
My appearance before the subcommittee considering S. 2926 should 
not be construed as either in opposition to or in approval of the bill 
as proposed. Rather, the practitioners would prefer that you con- 
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sider my appearance as comparable to the presentation of a brief 
amicus curiae, to convey publicly as to what we consider to be a proper 
le gish ative arm and our apprehe nsion because of a new philosophy to 
ward regulatory bodies. 

We recognize that several of you gentlemen also sit on the subcom- 
mittee responsible for legislation in connection with surface trans- 
portation. We welcome the opportunity to present our views to you 
at this time so that you will recognize that the proble m with which you 
are dealing today cuts across the formal boundaries delineating sur face 
transportation from communications. 

The introduction of 8S. 2926 which has led to this hearing represents 
the first opportunity the practitioners have had to convey publicly to 
the legislative arm their concern with the development of a philosophy 
respecting the independent regulatory agencies contrary to that which 
hitherto prevailed—and to that a y-making arm which we consider 
to be the proper one, namely, the Committee on Interstate and Foreign 
Commerce. 

I think at the outset, sir, that I would like to meet head on several 
of the questions which you raised and Senator Hunt raised with some 
of my predecessors. 

I believe that you, Senator Potter, asked Mr. Hoyt a question, the 
import of which, if I understand it correctly, was, Suppose that Con- 
gress should impose this fee or fee system, what about other Govern- 
ment service 2 

Senator Porrrr. Yes. 

Mr. Manonry. Well, now, if I understand it correctly, I should 
say that that is the very reason that we are here. We are anxious to 
show that this problem cuts across formal boundaries that perhaps 
delineate the various media, as I said, of communication and trans 
ports ation, 

Senator Porrer. You feel it would establish a precedent of policy 
concerning the license fees which could cut across many other agencies 

of government or many other modes of service ? 

Mr. Manoney. Correct. 

Next, at the risk of jumping into the lion’s mouth, I will take « 
chance at a definition of “nominal.” I admit that the law dictionaries 
are not very satisfactory, but the best I could get out of them was a 
statement that nominal meant “not substantial.” 

However, 1 would couple that definition of “nominal” with our— 
when I say “our,” I mean the practitioners—I believe that nominal in 
this case would be similar to the court costs. 

As I read the statement I think you will see that we, or the practi- 
tioners, have taken that position. 

I find that the range of court costs in the various districts—and, 
incidentally, I should say that these are court costs in the Federal dis- 
trict courts, rather than the local courts or State courts—appear to 
range about $50. Specifically, in the Court of Appeals of the District 
of Columbia the 1 range, the filing fee, is $25. I checked that out this 
morning, I believe, and I found that $25 was the filing fee and that 
there were other fees for copying the record and so forth which are 
not terribly important here. 

I might say that we applaud the introduction of this bill by Senator 
Johnson in that it gives an opportunity to the industry for which your 
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committee is primarily responsible a chance to make legislative history 
which is long overdue. 

If there is going to be a drastic change in the present law regarding 
the Interstate Commerce Commission or the Federal Communications 
Commission, we want that policy determination made by the Commit- 
tee on Interstate and Foreign Commerce, of which you have one of 
the subcommittees. 

We hope particularly that those of you who are on the surface trans- 
portation subcommittee will consider the advisability of introducing 
similar legislation affecting the Interstate Commerce Act. 

I hope it may be possible for Senators Schoeppel and Hunt to have 
an opportunity to look at this record. The fact that they have been 
here and the fact that they sit both on your subcommittee and also the 
subcommittee for surface transportation gives us at least the hope that 
they will be able to realize our problem and that the problem considered 
by you people is one which may very well reach into surface transport 
and in fact may be more serious than surface transport. 

Now a word about the practit loners. 

The Association of Interstate Commerce Commission Practitioners 
since its inception more than a quarter of a century ago has been an in- 
tegrated bar. Its membership of more than 3,600 throughout the 
United States represents the widest possible range of shipper and car- 
rier interests concerned primarily with matters affecting the Interstate 
Commerce Commission and to a lesser extent with matters coming be- 
fore other independent regulatory bodies such as the Federal Commu- 
nications Commission. In this instance many motor and water car- 
riers using short-wave radio as an adjunct in their business would be 
affected by any schedule of fees which would have to be paid if the 
scale promulgated by the Federal Communications Commission were 
to be enacted. A more important reason for our concern is that the 
underlying regulatory concepts developed in the administration of the 
Interstate Commerce Act have necessarily been carried over to other 
regulatory agencies which came into being more recently. 

The Federal Communications Act was patterned in large measure on 
the Interstate Commerce Act as amended up to 1934. In fact, many of 
the responsibilities which Congress assigned to the Federal Communi- 
cations Commission in 1934 had previously been the responsibility of 
the Interstate Commerce Commission. 

I would amend that to say some of the responsibilities, particularly 
in the telephonic field. 

Probably the most important problem that confronts us began with 
this Public Law 137, which was discussed very fully yesterday. 

The present problem stems initially from Public Law 137 which was 
enacted by the 2d session of the 82d Congress in 1951 as a rider 
to an appropriation bill. That statute, known as title V of the Inde- 
pendent Offices Appropriation Act of 1952, provides that— 
any franchise, license, etc. * * * prepared or issued by any Federal agency 
* * * shall be self-sustaining to the fullest extent possible * * * taking into con- 
sideration direct cost to the Government, value to the recipient, public policy or 
interest served, and other pertinent facts, and any amount so determined * * * 
shall be * * * paid into the Treasury as miscellaneous receipts * * * 


‘That phrase also was contained in the Executive order, the circular 
A-25, which emanated on November 5 of last year from the Bureau of 
the Budget. 
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It also provides for as much uniformity among the agencies as is 
practicable, a matter which is left for the determination of the Bureau 
of the Budget. 

Unfortunately, because of the enactment of title V as a rider to an 
appropriation bill it was neither considered at any length nor reported 
on by any legislative committee. Therefore, there is little, if any, leg- 
islative history documenting it. 

The practitioners have recognized the dangers inherent in title V 
from the outset and have been confident that when any attempt was 
made by any of the governmental agencies to set fees on a basis of cost 
those directly concerned would move forward quickly to make their 
voices heard in opposition. 

In effect, we considered that once their pocket nerve was touched, 
they would begin to shout. 

Senator Porrer. That isa sensitive nerve. 

Mr. Manonry. Yes; very sensitive. 

When the Bureau of the Budget established general policies in cir- 
cular A-25 on November 5, 1953, independent agencies such as the 
Federal Communications Commission and the Interstate Commerce 
Commission necessarily nad to take appropriate steps to comply with 
the directive. In institution of rule-making proceedings by the FCC 
and ICC has brought the subject into focus at last by giving those 
affected an opportunity to see what lies ahead unless legislation such 
as S. 2926 shall be interposed or unless the Commissions are yo 
anew by Congress of the proper bases for setting fees. The budget 
circular required initial action by these agencies before May 1 of this 
year so that time for congressional clarification is necessarily short. 

Members of the Federal Communications bar and those members 
of the public affected directly by the actions of that body will un- 
doubtedly give you gentlemen an informed view as to how seriously 
the fees proposed by ‘the FCC on Janu: ry 28 of this year, pursuant to 
budget’s directive, will affect them. I approach that schedule with 
some diffidence because I am not familiar enough with the individual 
items to give you any really intelligent criticism. However, I am 
prepared to state that the proposal therein to charge a $325 fee for 
AM, FM, and TV applications, renewals, and modifications could 
vasily result in multiple payments of that figure so that a licensee 
might well during the term of his license be forced to pay several 
thousands of dollars. It is difficult to conceive of such a payment as 
being nominal by any stretch of the imagination. 

At the risk of making an unfair comparison, it appears to us that 
the Interstate Commerce Commission is also proposing in the sched- 
ule promulgated by that body on February 16 to collect fees approxi- 
mating $325 to cover an application for a certificate which would au- 
thorize motor carrier operations in just a few States. If the appli- 
cation were for many States as often happens, particularly in the 

case of furniture movers, the amount required could easily exceed 
sever'al thonsands of dollars. 

Senator Porrrr. We have a case brought to my attention where, by 
the various revisions made to the application, it would bring the total 
up to about $2,450, starting out with a $325 fee and would. bring the 
total amount up to $2,450. 

Mr. Manoney. That doesn’t surprise me at all, Senator, and at the 

risk of making an unfair comparison, it appears to the group of the 
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Interstate Commerce Commission practitioners that the schedule pro. 
mulgated by the Interstate Commerce Commission would, in effect, 
levy a fee of approximately that same figure, $525, to cover applica- 
tion for a certificate which would authorize motor-carrier operations 
in just a few States, as I have already stated. 

It is always a temptation in a proceeding of this sort to lay empha- 
sis on the little man, so to speak, and to make a particular point of 
hi ardship, but at the risk of doing that, I suggest to you that we have 
been given 1 instance here in which a c nee made application to 
transport plumbers’ goods from E ease a., to points in 11 States. 
Authority was granted from Elwood, Pa., to points in 10 States. 

I spea ik now of the Interstate Commerce Commission, and if the 
Conimission- proposed fees were in effect, this carrier would have had 
to pay a filing fee of $700. When the carrier filed the application, he 
was fully aware of the fact that there wasn’t a large amount of rev- 
enue involved in the account. 

For the first 9 months of the operation the average revenue per 
month was $1,319.27. The carrier’s ri ‘rating ratio for 1953 was 
more than 98 percent, leav ing a profit of 2 2 percent. 

In this instance the carrier in round numbers would have netted $26 
per month on this particular account. On that basis it would have 
required almost 2 years to pay the filing fees. This doesn’t even com- 
prehend the carrier’s other costs in the handling of the application. 

The suggestion was made to us that if a carrier were confronted with 
that kind of possibility, that it would have been very difficult for a 
shipper to have secured a carrier to file the application in the first 
place. 

I am not suggesting, in reading that, incidentally, in fairness to the 
record, that that is the prototype. There are many other situations 
in which carriers are much larger, but I think that particularly in 
the business of framing legislation you people have to keep in mind 
the problem of the smaller carrier, be he radio, television, or putting 
on your other cap of Senator Hunt and Senator Sch loep ypel— in con- 
sidering surface transport, they, too, must consider small carriers. 
They always have, in fact, in connection with surface transport. 

I think one of the guideposts to that statement is the relatively low 
amount that the Congress has required carriers to keep or to carry in 
the way of insurance. 

Some people have criticized that and said, “Well, they only have to 
carry a nominal amount of insurance,” but in every instance when 
that matter has come up, Congress has stated that although many, 
many carriers carry insurance—we will say property damage and 
cargo insurance of 100 and $2,000—that it would be a great burden 
to raise the limit over five or six thousand dollars, and the burden 
would fall heavily on the small carrier. Therefore, we have kept the 
limits low, and it has been a concern for the smaller carrier in every 
instance. 

The common denominator of both the Federal Communications 
Commission and the Interstate Commerce Commission—and in fact, 
the other agencies like the Federal Power Commission, who have is- 
sued these proposed rules—schedules appears to be that of recovering 
costs for administering the service, if it is a service, from the applicant. 
The practitioners believe that cert: ainly in the case of the ICC that 
Commission lost sight of the fact that cost is but one of the factors 
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which must be considered by an agency. Far more important than 
costs are the other consider: ations of “value to the rec ipient” and 
“public policy or interest served.” It is the considered opinion of the 
practitioners that in most, if not all, of the cases where applications are 
made, the “public policy or interest served” far outweighs the other 
factors and as such justified at most the imposition of a nominal fee. 
The association considered this very question in the abstract at its last 
annual convention in San Francisco in May 1953, and that, as I say, 
was before their “pocket nerve” was threatened. 

At that time the membership went on record as op — any scale 
of fees based on the recovery of costs but expressed a willingness to 
pay a scale of nominal fees comparable with the filing fees charged 
by the Federal courts. Subsequently the executive committee of the 
practitioners association, in conjunction with the fees committee, 
worked out a resolution which represents a careful analysis of the 
subject and which I would like to present for your consideration. 

Whereas licensing activities of the ICC are primarily for the protection of 
the public interest, and only secondarily for the benefit of the licensee; and 

Whereas fees other than flat fees for each ICC proceeding of comparable type 
would entail excessive administrative costs and continual argument, to the 
serious detriment of the work of the ICC; and 

Whereas, to the extent value is received, all parties involved in licensing 
proceedings are recipients of that value in ever-varying degrees; and 

Vhereas the Association of ICC Practitioners is opposed to the assessment by 
regulatory agencies of anything other than nominal fees, and said association 
believes that if all of the considerations herein stated are properly weighed 
and taken into account the result will conform, in substance, to that position: 
Now, therefore, be it 

Resolved, That the Association of ICC Practitioners stand on the following 
position, taking all steps necessary to establish it: 

Fees should be assessed on the simplest and most economical basis posible, 
be uniform as to each readily discernible class or type of proceeding, should be 
assessed in accordance with a formula (1) that assigns to the public the major 
proportion of the estimated cost of licensing activities of the ICC since the public 
interest is primarily involved, and (2) that results in a charge against all pri- 
vate parties, both applicants and intervenors, since both are receiving something 
of value. 

Now, that second idea is a new twist, at least as far as your proceed- 
ings so far. I will save comment on it until the end, but if you should 
like to question me, I will tell you what the nae ane is on that. 

We feel an applicant triggers the administrative process by making 

napplication. Inevitably those who are in the ante in time will 
i pear in protest to hold on to whatever rights the vy conceive that they 
lave, Very ofte ‘1 protest ints will keep a he: aring ol kee pa record 
open fora long time and will force the ap plicant to expand the record 
far beyond what perhaps was necessary. Therefore, the practitioners 
believe that the intervenors or the protestants are, in a sense, recelv- 
ng something of value when one of these applications is filed because 
they, by their pror est or their intervention, are hol ling on to rights 
that they may have, and in a sense they are making it more difficult, 
possib ly, for the applicant to get what he needs. In a sense this is, 
after all, an adversary proceeding, and the commission, be it the 
I edart al Communications, Federal Power, CAB, the Maritime Board, 

‘the ICC, must take the real or the fancied ideas of the applicant 
as to whether his application is in the public interest and project it 
against the screen, the larger screen, of the public interest, and 
the process both the applicant and the protestants and intervenors 
are all contributing to that. 
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Senator Porrrer. The intervenors cannot only build up the cost to 
the applicant, but also can delay the granting of the seolindien. 

Mr. Mauonry. Exactly, Senator. 

Senator Porrer. And many times a delay is very much in their 
favor. 

Mr. Manoney. You are quite right, and that is why, as part of this 
rationale, we have also gotten into this question about the possibility 
of assessing fees if they have to be assessed against petitions for 
reconsideration. 

It is the belief of many people that the bar of the Interstate Com- 
merce Commission—and I think at some of the other bars—that this 
so-called petition for reconsideration is sometimes abused as a delay- 
ing tactic, and that if anybody is going to use it, he ought to pay for 
it, and furthermore, that if he knew he had to pay for it in advance, 
he would be a little more hesitant about filing it irresponsibly. 

We feel the same way to a degree about this question of people 
appearing in protest; that in many instances they may sit on the 
sidelines and enlarge a record and possibly delay, but that if a charge 
were assessed, then they would have to chip in, so to speak, to make 
their interest manifest instead of just standing by, sometimes 
irresponsibly. 

Now, it may be argued that the Bureau of the Budget has given 
the various commissions sufficient latitude to arrive at a sc ale of 
nominal fees by including in section 3 of its circular a provision that 
the agency should take “account of the value to the rec ipient and the 
public policy or interest served.” However, the Bureau of the Budget 
has coupled the clause quoted with a mandatory requirement that the 
agency “shall recover, to the full extent possible, the aggregate cost 
incurred in the conduct of these activities.” In another section the 
Bureau of the Budget has set forth the determinants of cost which, 
if they are followed, would obviously necessitate a charge far beyond 
the nominal range. It appears to the ey anes that budget’s 
requirement that the agency recover all or substantially all of the 
costs places the agencies in a strait): icket so that they are unable 
to take account of the basic public policy or interest which should 
be served. The practitioners submit that budget has transformed 
language which the 82d Congress intended to be permissive into a 
mandatory requirement in the circular. In effect, Budget has sub- 
stituted “must” for “shall” in its directive to the agencies. 

We should be remiss if we did not emphasize in the strongest 
possible manner that the licensing or certificate activity compre- 
hended in the rulemaking procedures of both the FCC and ICC is 
performed by those agencies almost exclusively in the public interest. 
The formal regulation by standing commissions of transportation and 
other public media which began in 1887 represented an evolutionary 
step in the process of public protection. Prior to that date State and 
local governments had attempted either by direct legislation or 
through the courts to protect the public interest in matters of trans- 
portation either by including protective provisions in corporate char- 
ters or by extending the common law rules which had been applied 
particularly strictly to common carriers. 

As I say, the Interstate C ommerce Commission was the protype of 
the Federal Communications Commission and all of the other bodies 
which today regulate the economic impact of common carriers within 
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the transportation and communications fields. The earlier ad hoe 
methods had broken down because they were unable to cope with the 
rapidly growing transportation and communications network. In 
the last two decades of the 19th century the idea that the public had 
to be protected continuously in these fields represented a radical de- 
parture from the laissez faire doctrine which had characterized the 
industrial revolution of that century. It was legislative recognition 
of public pressure for protection which had erupted earlier in the 
Granger movement and which had been recognized by the courts in 
Munn v. Illinois and contemporary cases. The establishment of the 
Commission method represented a continuous integrated approach of 
public protection which has continued to this day. 

When Congress extended the Interstate Commerce Commission’s 
authority in subsequent legislation it armed that Commission with the 
most potent regulatory weapon in the arsenal of public protection, 
namely, the certificate of public convenience and necessity. This 
certificate or licensing device provided at once for the protection of 
the public against the wasteful effect of unlimited oversupply of 
transportation and gave the Commission plenary authority to set 
overall standards of service which would be responsive to basic pat- 
terns of public convenience and necessity within a general framework 
prescribed by Congress. It is one which certainly is not viewed 
lightly. It didn’t even get into the Interstate Commerce Act until 
1920 in part 118, I think it was, and then, of course, it has been 
picked up subsequently in the Motor Carrier Act, Water Carrier Act, 
and Freight Forwarder Act. It appeared at the very outset of the 
Federal Communications Act. 

When the Federal Communications Act was enacted in 1934, Con- 
gress gave the Federal Communications Commission similar licensing 
and certificate authority within the fields of broadcasting and tele- 
phone operations, and has subsequently extended the pattern to tele- 
vision, which was unknown at that time. 

It can be argued with considerable force that although the holders 
of such certificates or licenses within the communications and trans- 
portation field enjoy a measure of economic insulation, they achieve 
this only at the expense of public responsibility. As holders of these 
certificates or licenses they are considered to be guardians of a public 
trust within a limited area. Unlike the ordinary businessman their 
actions are subjected to much greater visitorial power because of that 
public trust. 

From its inception the Interstate Commerce Commission has acted 
in a quasi-judicial capacity in judging complaints brought by shippers 
against the railroads or other segments of the tr ansporti ition industry. 
In the early days its specific job was the protection of the smaller 
shippers against the financial giants represented by the railroads and 
big shippers. The dramatic rise of competing forms of transportation 
added additional responsibility so that today to an increasing degree 
ii must also sit as referee in balancing the needs of one segment of 
the transportation industry against another. At one time it was the 
boast of the Interstate Commerce Commission that its process could 
be invoked “for the price of a postage stamp.” The beginning of that 
phrase or where that came from is buried in the : antiquity of the Com- 
mission, but it comes up again and again; in other words, that the 
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Commission is conceived as the protector of the little man, and that in 
any event if a shipper or a carrier, no matter how small he is, has a 
gripe, he can write a letter, and he can invoke administrative process 
of the Commission so that public counsel will appear, if necessary, 
on his behalf. 

That idea or philosophy that brought the Commission into being— 
namely, the protection of the little man—is still a very power ful one. 
It is still the visceral reaction of most people that the Commission 
should be a quasi-judici: al body, exercising its judicial functions in the 
coldest neutrality, and like the courts, it must be easily available to 
the smallest shipper or entrepreneur. 

[f proof were necessary on this point, the committee should consider 
the spectacular progress displayed by many motor carriers in our 
expanding economy during the last three decades. The Interstate 
Commerce Commission or continue to be easily reached by these 
small truckers and by the shippers who support them, 

Admittedly, in mi: aking such an argument, it is alw: ays tempting to 
bear down on the needs of the aaall carrier, but there is a very real 
danger that an extra charge might be enough to discourage a small 
carrier from seeking to expand into an area where the public interest 
basically requires such expansion. 


It is safe to say that in our comp lex economic life practice before 
the Interstate Commerce Commission is nece ily complicated 
enough already. If carriers and, through them, the shipping public 


are to get a start and to protect their rights once they are in business, 
they necessarily and realistically must call on speci: alists. 

As I said before, shippers and carriers alike appreciate the fact that 
to accomplish the orderly disposition of applications for cert'ficates 
it is necessary that there be some tribunal ohh can project the 
immediate need, real, or fancied, of the ap yplicant onto the larger 
screen of public need. We know that in this respect competitive 


economic striving will inevitably bring partic ipants into conflict and 
that ance conflicts must be resolved at the court or the Commission 
level. In the face of a tradition of no fees, the Labia rooted are 
reluctant to open the floodgates now but are prepare i ae ecessary, 
to pay small fees of a nominal category comparable to filing ine in the 


courts, 

In other words, 1f rights have to be adjudic ited | nere, and if they 
know when they go into the Federal courts they are going to have to 
pay a filing fee. they would acquiesce in that. They wouldn’t neces 
sarily like it. 

To sound them out and to find out how they really thoug] ht, the 
executive committee of the practitioners sent an extensive ques tion- 
naire to each of the practitioners about 3 weeks ago, designed to elicit 
nformation and to make it pOss sible for the association to gather the 
views of all of its members for a presentation to the Interstate Com- 
merce Commission before its deadline on March 31. At the time the 
practitioners set the deadline on March 31 a did not know of the 
pendency of this hearing. 

At the time this hearing was set there were not too many question- 
naires returned because our deadline was March 31. That is the date 
on which the practit ioners have to make a submission to the Interstate 
Commerce Commission in connection with their proposed rules. 
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However, as an aid to your committee in considering this legis- 
lation. we should like to give an interlocutory report based on 560 
questionnaires returned out of the more than 3,600 which were sent. 

Although we anticipate that we shall have many more within the 
next few weeks, we believe that those whic th have been returned set 
a pattern which will not change very much in the aggregate. Of the 
560, 522 expressed opposition to the schedule of fees promulgated 
by the Interstate Commerce Commission and favored the statement 
of position contained in the practitioners resolution which I read to 
you earlier. Four hundred of those who replied requested the gov- 
erning body to make some effort to have 8. 2926 amended to include 
the Interstate Commerce Commission or, alternatively, to have similar 
legislation introduced. When the executive committee met 10 days 
ago to consider whether legislative assistance should be sought, the 
few questionnaires which had been returned up to that point gave 
nothing like the clear indication to the committee which is now 
apparent. The executive committee considers that that is a mandate 
to move in one direction or another to accomplish this. 

We recognize that it would probably not be possible to have S. 2926 
amended, because you have two basic statutes that are different, quite 
different, involved, and that what really is called for probably is 
& preesntation to the surface subcommittee of the Committee on In- 
terstate and Foreign Commerce. 

Senator Porrer. You feel that the problem is pretty much identical. 

Mr. Manonry. The problem is identical, Senator, and that is the 
reason that at this point we are anxious to suggest, at least, that the 
inquiry ought to be broadened. That is getting back to the first 
question of yours that I tried to answer, and that that may have to 
be done and probably will have to be done by the whole committee. 
But the material which has been presented at this hearing is the type 
of material which would be presented at a similar hearing held by 
the surface committee. 

I ought to add that over 20 percent of those replying urged that 
at least one public hearing be held on the issue. I deem it to be 
significant that almost everyone who requested a hearing indicated 
a Willingness—yes, an insistence—to be allowed to appear and testify 
at such a hearing. The questionnaire gave the individuals an oppor 
tunity to express a preference for a hearing situs. The majority 
asked for Washington or some place in the East, although many 
asked for a hearing in the Middle West. <A few asked for a hearing 
in the West and in the South. 

Senator Porrer. I hope they can agree on just one man. 

Mr, Manonry. I sympathize with you on that point, sir. 

The reaction of the many practitioners who have written to the 
committee makes it clear that almost to a man they conceive of the 
commissions, together with the courts, as dedicated essentially to the 
protection of the public interest. They are prepared, if necessary, 
to pay such nominal fees as Congress decides to be required, but they 
are not prepared to pay fees on a cost basis for the support of the 
commissions any more than they are prepared to pay fees on a cost 
basis to support the Federal court system. 

The methods and language used to make the main point ran the 
gamut from the most simple to the most articulate. However, 
through all of them ran the common thread that the Federal Govern- 








5S LIMITATION ON FEES CHARGED BY FCC 


ment in transportation and allied fields is not considered by anyone 
to be a sales organization, but is rather thought of as the guardian 
of the collective public interest. 

Incidentally, 1 ought to say that Mr. James F. Pinckney, who is the 
general counsel of the American Trucking Association, who is present 
here this morning. has asked me to state that the executive committee 
of the American Trucking Association last week endorsed the position 
of the pract itioners’ association. 

The executive committee of the American Trucking Association is 
composed of an official from each of the State trucking associations and 
speaks for the entire trucking industry. 

Senator Porrrr. I wish to thank you kindly, Mr. Mahoney. I think 
that you are essentially correct. This whole policy question doesn’t 
relate entirely to the field of communications. It can cut across other 
agencies of Government, and I think probably whatever decision is 
made here will have an effect upon the Interstate Commerce Commis- 
sion rules and CAA and others. 

Mr. Manoney. Thank you very much. 

Senator Porrrr. Mr. Francis Greene, American Merchant Marine 
Institute. We are delighted to see you again. 


STATEMENT OF FRANCIS T. GREENE, EXECUTIVE VICE PRESIDENT, 
AMERICAN MERCHANT MARINE INSTITUTE, INC. 


Mr. Greene. Thank you, Senator. It is always a pleasure to 
appear before you. 

Senator Porrrer. I see you have a short statement. You can read 
it if you care to. 

Mr. Greenr. Thank you, Senator. 

My name is Francis T. Greene. I am executive vice president of 
the American Merchant Marine Institute, Inc., 11 Broadway, New 
York, and 1701 K Street, Washington, D.C. The institute represents 
American owners of American-flag oceangoing ships totaling more 
than 9 million deadweight tons—a substantial majority of the Ameri- 
can merchant marine of all categories. 

S. 2926 would amend the Communications Act of 1934, as amended, 
so as to provide for the imposition of nominal charges or fees by the 
Commission for inspections, certificates, registrations, licenses, per- 
mits, or applications issued or provided by the Commission. Our 
members are opposed to the imposition by the Government of any fees 
for lice hsing and other activities ¢ fihe Federal ¢ ‘ommunications Com- 
mission, in principle, as a matter of philosophy, which has already 
been gone into before this subcommittee. 

We are particularly opposed to the imposition of fees which would 
be assessed against the steamship companies in connection with activi- 
ties which are preponderantly for the benefit or protection of the 
general public, not for the advantage of the individual company or 
applicant. ; 

We cannot help but note that the basic purposes of the Communi- 
cations Act, as stated in its opening section, are directed toward 
regulation: 

One, for the purpose of making available to all the people a rapid 
and efficient communication service; 

Two, for the purpose of national defense; 
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Three, for promoting safety of life and property, and I should 
emphasize from our point of view that third purpose of the act; and 

Fourth, for securing a more effective use of this policy. 

These are all purposes which stress the public interest aspect of the 
use of radio frequencies, and their regulation in behalf of all the 
people. 

As a general statement we are inclined to believe that, since all 
of the activities of the FCC are directed toward the public interest, 
there should be no imposition of fees by it for any licensing or other 
activities performed. We recognize, however, that the Commission’s 
activities are numerous, and that we are best qualified to speak only 
with respect to those activities with which we are directly concerned ; 
namely, the maritime mobile service. Therefore, our comment will 
be directed primarily toward the policy aspects of FCC licensing as 
related to the maritime service. 

The steamship companies which we represent are the owners of 
numerous radio stations which are licensed and regulated by the 
FCC, Every oceangoing commercial vessel owned by these comp: nies 
is required by law to be fitted with specified radio equipment licensed 
by the Commission and manned by a qualified radio operator also 
licensed by the Commission. The ship radio station must be inspected 
annually by Commission representatives, and the equipment compris- 
ing the ship radio station must be of a type which is approved by 
the Commission. In addition to the compulsory aspects of our ship 
radio stations most oceangoing vessels carry additional radio equip- 
ment which is in the voluntary category. 

Senator Porrrr. Do you have to require a certificate for the addi- 
tional radio equipme nt? 

Mr. Greener. It is my understanding that all radio equipment has 
to be at least of type approved certificate. 

The radio equipment, which is required by law to be carried, is 
required for safety purposes. Also, other radio equipment which is 
voluntarily carried is aboard the vessel for essentially the same pur- 
poses. It is not only for the protection of life and property aboard 
that ship but for the protection of life and property of others. Each 
ship radio station is a public station; each ship radio station is bound 
by law to exch: ange communications with any other ship station; and 
each ship is bound by law to proceed to the assistance of any other 
vessel in distress. Surely the licensing, and inspection, and equip- 
ment-approval functions of the Commission as related to ship radio 
stations are for the benefit and particularly for the safety of the gen- 
eral public. 

We mrs that any examination of policy with respect to the charg- 
ing of fees by the FCC for licensing and related activities should 
recognize the special category of ship radio stations, and particu- 
larly those ship radio stations which are required by law to be carried 
on each ship. We believe that if a policy of any FCC licensing is to be 
accepted, that ship radio stations and ship radio operators should be 
exempted therefrom, on the grounds that they are safety conveniences, 
almost pure and simply, for the patents of the seagoing public, 
other ships and people on the high sea 

The matter of fees for the type saiaaiiee! of equipment for ship 
radio stations—which, as proposed by the Federal Communications 
Commission are very substantial ; $1,500, as a matter of fact, for type 
approvals—— 
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Senator Porrer. Then your operators have to receive a license, too; 
don’t they ¢ 

Mr. Greener. The operators also have to receive a license which, 
howover r, is considerably less, but the type approval license, which can 
have a great impact on us is, it seems to us, out of all possible range 
of reason or of equity. The type approv: al licensing fees present a 
really serious problem to our membership because those fees will be 
passed on to us almost directly in the form of the cost of equipment. 
Any fees for this purpose, of course, would be assessed against the 
manufacturer and not against the shipowner directly and added onto 
his price. Nevertheless, the impact of such fees will have a serious 
effect in the maritime service with respect to safety radio equipment 
required by law. The bill now under consideration would authorize 
the establishment of nominal fees by the FCC. We cannot help but 
compare this with the $1,500 fee which has been proposed by the com- 
mission for type approval of marine radio equipment, which falls 
away outside of the ambit of the term nominal, no matter which dic- 
tionary you look it up in as used in Senator Johnson’s bill. 

It is our opinion that a fee of this nature can only result in retarding 
the development of improved equipment types which are aboard the 
vessel essentially for safety purposes. 

During the past 20 years the two manufacturers which supply the 
main radiotelegraph station equipment to the shipowners have each 
made many improvements to their basic equipment models. Such im- 
provements have been periodically incorporated in basic design in the 
course of normal competition, and gradually absorbed within the mer- 
chant fleet. We need not emphasize that, except in times of emergency, 
few new vessels are built and the opportunity for mass production and 
sale is practically nonexistent. It is inconceivable to us that the man- 
ufacurers would be willing to take the financial risks involved in the 
normal improvement of compulsorily fitted ship equipments under 
such conditions when this very substantial type approv: al fee is tacked 
on top. The obvious result will be that the Commission will have to 
step in from time to time and require, as a matter of mandatory regu- 
lation, all ships to replace their equipments with new improvements, 
since the manufacturers would not have, by any means, the same 
incentive to improve their equipment that they now have, a most unde- 
sirable and costly method of obtaining modernization. 

A $3,000-type approval charge assessed between two manufacturers 
does not appear too serious when hundreds of equipment units are 
involved. As a matter of practice, however, such a situation is the 
exception rather than the rule. In some cases, such charges can 
become so out of line as to border on the ridiculous. 

For example, last fall certain of our passenger vessels were required 
by a change in the regulations to incorporate what was known as an 
automatic keyer in the radio installations carried aboard their motor 
lifeboats. The regulation applied to 7 vessels carrying a total of 9 
motor lifeboat radios. The tot: al manufacturing cost of the modifica- 


tion unit was not more than $200, yet because this equipment was 
required by law the —— ation had to go through the type approval 
process. Under such a fee as that proposed, the cost of this small 
modification would have been doubled—if only one manufacturer 
made the equipment—or tripled if made by both. In actual practice 
we doubt whether either manufacturer would willingly have under- 
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taken the production in the face of the proposed schedule of type 
ay — fees. 

‘undamentally it seems to me that these type approval fees are a 
substantial deterrent on progress in the technical field of telecommu- 
nications in that the incentive is given to the manufacturer to leave 
well enough alone and not to try to make well enough even better for 
the future. 

One problem which is raised by the bill before this subcommittee 
that is not covered in my prepared statement, but which I think I 
should mention, arises with respect to the specific language of the bill 
under which fees or charges may be prescribed for any inspection 
made by the Commission in carrying out the Communications Act. 

Section 360 (b) of the act provides for inspection of ship stations 
which are required to carry radio equipment at least once a year. 
Such additional inspections as may be necessary to insure compliance 
with the requireme nts of the act may also be made on the volition of 
the Federal Communications Commission. 

Now, the past practice of the Commission has been to make the 
statutory annual inspection of the ship radio stations as required for 
certificate purposes. These, however, they supplement by routine 
quarterly inspections which are not required by the act. In addition, 
the Commission makes spot investigations from time to time. We 
feel sure that it is not the intention of this proposed legislation to 
provide a mechanism under which the FCC inspection division, on 
its own initiative—I might add it is unilateral initiative—could build 
up unlimited revenues on behalf of the Government through the 
process of repeated ship radio inspections. 

If any fees at all are to be charged, we submit that there should 
be language to guard against the overuse of voluntary inspections, 
voluntary on the part of the Commission, which would, of course, 
run up the costs substantially of shipowners who today are in no 
position to stand any more costs considering the state of the inter- 
national shipping market. 

We do not believe that the FCC should be authorized to impose any 
fees. To the extent that any fees may be authorized we believe the 
Maritime Service presents a peculiar situation which should exempt 
it therefrom. ‘To the extent that S. 2926 would prohibit any but 
nominal fees, we are, of course, in sympathy, if fees are to be assessed 
at all. We believe we have adequately shown the serious effect that 
other than nominal fees could have on the safety aspect of ship 
equipment. 

In summary, I would like to endorse the excellent statement made 
here this morning by Mr. Gilbert R. Johnson, counsel of the Lake 
Carriers Association. He stressed, just as I have stressed, the fact 
that shipboard radio equipment is there for the safety of the public, 
for the safety of the maritime traveling public, and not for the com- 
mercial advantages of the company. 

I should also like to endorse in principle the amendment which he 
suggested to the bill at the close of his statement. While I have not 
had a chance to examine its precise language, in principle it seems 
to me clearly desirable and in the public inter est, whether you are 
dealing with radio installations that are maintained not for com- 
mercial profit or commercial advantage, but which are maintained 
and inspected for the safety of the seagoing public. 
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Senator Porrrer. That would cover the objections you have as far 
as the merchant marine is concerned ¢ 

Mr. Greene. Yes, that would take care of our limited problem 
which touches a nerve which I believe we all recognize as hyper- 
sensitive. 

We believe we have ac dequately shown that serious effects could 
also result in the costs of shipboard radio installation through the 
excessively high, and to us, completely unreasonable type certificate 
approval fees which will have the further effect of reducing the modi- 
fications and improvements which will be the normal course of the 
industry. 

I should like to thank you very much, Senator, for giving us this 
opportunity to appear be fore your committee. 

Senator Porrer. Thank you, Mr. Greene. We are delighted to 
have your statement. 

Mr. Gordon Brown of Rochester, N. Y. 

We are delighted to have you with us. I am sorry we are running 
into the noon hour, but we are glad to have your statement. 

If you care to identify yourself for the record, you can make your 
statement a part of the record and brief it, if you care to, or do what- 
ever you desire. 


STATEMENT OF GORDON P. BROWN, OWNER AND OPERATOR, RADIO 
STATION WSAY, ROCHESTER, N. Y. 


Mr. Brown. Well, it is rather short, and I will follow through on 
it. It will only take a few minutes. 

Senator Porrer. All right. 

Mr. Brown. First, my name is Gordon Brown. I am the owner 
and operator of radio station WSAY in Rochester, N. Y. 

I have made radio my hobby since 1914, which was wireless, as we 
called it then. In 1920 it became radiotelephone, and now, of course, 
we have it in all categories. 

Radio has been my sole business since 1922. I was a broadcast 
licensee in 1927, and I began—I obtained a station in 1936, which 
was WSAY, and which I have operated ever since. 

I have been a commercially licensed operator for many years. I 
know their problems, and I have been a licensed manager for many 
years, and I know their problems pretty well. 

Getting to the comments on the Johnson bill, the proposal to charge 
licensees of the FCC as well as applicants before the FCC a fee for 
the services of the FCC must be considered from two viewpoints 
which shall be considered herein as point 1 and point 2. Point 2: 

It would appear that to charge one group of rec ipients of Govern- 
ment service for that service and not all recipients, particularly 
when the recipient is definitely performing a free service to the 
public by virtue of the fact that under the law a licensee must per- 
form in the public interest, convenience, and necessity, and in other 
cases where the Government is subsidizing farmers to the net effect 
of punishing the public by directly in so doing, causing the public 
to spend more for their basic food necessities, to say nothing of 
subsidizing airlines and the many other businesses where the net effect 
of such subsidies is to the profit of the businesses and to the detri- 
ment of the public at large, that such an FCC fee is grossly unjust, 
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punitive, and discriminatory. Why, if Congress is to consider charg- 
ing such a fee system for the services of the regulation of radio, should 
it not first consider a fee system for nonregulatory services, such as the 
Weather Bureau, Department of Labor, ‘Department of Agriculture, 
and the hundreds of other Government services which are basically 
nonregulatory. Such a fee on radio would constitute a double tax 
since it would tax the licensee or applicant to continue to be an 
applicant and again tax his profits. 

Getting to point.‘ 2, there are hundreds of radio stations of which 
little is heard about that are actually operating at a loss, and I have 
been one for he past 4 or 5 years—and a considerable loss. 

If it is felt that a fee still should be ch: arged, such fee should be 
based solely on one’s ability to pay and one’s profit in his use of such 
FCC services. Therefore, the fee basis should be based on a fixed 
percentage of the net earnings of a radio station, network, or common 
carrier, before taxes. 

That can readily be determined because the FCC receives from every 
radio station a report as—a complete financial report—as to the earn- 
ings of a radio station, so that that wouldn’t add any additional 
reporting requirements to the radio station. 

Senaor Porrer. On a renewal, but I assume on a new application 
that there would be no way to have aig 

Mr. Brown. We do it once a year, sir, every year. 

Senator Porrrr. Once a year? 

Mr. Brown. Every year, of which ali the financial bases for the 
industry are brought about. It shows who is making a profit, who is 
not, and so forth, and so on. 

Such a system would eliminate fees to all nonprofit groups, such as 
amateurs and educational institutions, as well as those radio stations 
which are performing a definite public service at an actual loss to the 
licensee. If such a fee system as proposed above is adopted, it should 
provide a sum sufficient to subsidize the hundreds of radio stations 
which are operating in the red. Such subsidy could be granted to sta- 
tions which have been operating in the public interest, convenience, 
and necessity for a period of not less than 10, 5, or 2 years as the 
situation may warrant at the time of fee charging. 

Too many important areas in the United States have lost the services 
of a local radio station which was definitely performing in the public 
interest, convenience, and necessity in that community, to say nothing 
of the value of that station to the Federal Government as well as to the 
community in times of war. 

To point out the seriousness of this problem, within the last few 
years, the only radio station serving the local area around Oswego, 
N. Y., the terminal of the inland waterway between the Great 
Lakes and New York City, had to discontinue operation because of 
continued losses. This is only one of many instances in which such 
stations were closed down throughout the United States. Serious con- 
sideration should be given the tables attached hereto, which were 
furnished by the FCC relative to radio station losses and closings. 

It is absolutely essential if the FCC is to prevent many of the 
existing stations from closing down, or being sold to monopolistic 
groups, some system of subsidy must be used, whether or not a fee 
system is instigated. 











64 LIMITATION ON FEES CHARGED BY FCC 


One effect is that of the loss of radio and TV services to many small 
communities; the other is the concentration of the public information 
channels into the hands of a few who would monopolize not only the 
business aspects of the industry but public opinion also. A properly 

onducted subsidy can prevent both. 

Senator Porrer. Is television hurting the small radio stations? 

Mr. Brown. Very definitely so. However, the real effects of the 
injury—the reports on it aren't available as yet. As you can see from 

the page of this statement W hic h is the number and percent of AM 
stations reporting losses from broadcast operations segregated by 


tations serving as network outlets i those not serving as such 
outlets. 
It is a serious thine when you think that back in 1947, 42.7 of the 


ndependent radio stations were operating at a loss. Then we go to 


1949—45.3 of the independent radio stations were operating at a loss, 
nd the last vear for which the FCC was able to give mea report, for 
the vear 1952. we had 20.8 percent of the independent stations oper- 
iting at a loss 

Senator Porrer. Isn’t it true that you have had a great increase in 
the number of radio stations, too, in the past 10 years ¢ 

Mr. Brown. on is so, but let us take 1947. There was not such 
in increase there, and the loss is much higher than it is with the inerease 


of radio stations. 

Senator Porrer. We have the figures for 1940. There were 890 
tations, and today there are 2,651, I believe. 

Mr. Brown. Well, typical of that is in 1947, a total of 369 radio 
stations operated at a loss. 

Now, the end result of this thing is that these small communities 
are gradually losing important services. 

[ just happened to run across an article in Broadcast magazine 
for March 15, 1954. The hadline is “KFOR-TV Tells FCC It Is 
Going Off the Air.” 

Cornbelt Broadcasting Co. notified the FCC last week it intended to take 
KFOR-TY, Lincoln, Nebr., off the air at midnight Saturday, March 13, pending 
Commission action on application to change the transmitter site and assign the 
onstruction permit to the Fetzer Broadcasting Co. 

Fetzer Broadcasting Co. is apparently pretty substantial, and they 
own other stations, so here you see, just this week, the concentration 
of an independent station into a group, which group can control and 
does control toa great extent the public opinion and public information 
channels of the country. 

Now, if you are going to consider a revenue here, there isn’t any 
better p lace to put the revenue than to protect those radio sts itions 
which are important to each one of your individual communities. I 
am not in favor of charging a fee for radio licenses, but if it is done, 
then I think you must seriously consider the aspect of helping these 
independent stations who are closing ag doors, and as I understand 
it—I was going to say a hundred, but I guess a little less than a 
hundred TV stations have turned in their construction permits or their 
licenses, 

Senator Porrer. Is that the very high-frequency or ultra-high 
frequency ? 

Mr. Brown. Both kinds. At the last report here that I have, there 
were 18, and that was up to 1952, television stations that had turned 
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back their CP’s or licenses, and they were all very high frequency. 
None of them were UHF. 

Senator Porrer. What kind of station do you have? 

Mr. Brown. I have an independent AM radio station. 

Senator Porrer. What is the power, the wattage ? 

Mr. Brown. The power at present is 1,000 watts. We are going 
5,000. I also have a construction permit for a station in Chee ktow: aga, 
N. Y., which is to serve the residential area of Buffalo from Cheek- 
towaga 

Senator Porrer. You say you have been losing money ¢ 

Mr. Brown. Yes, sir; I have been losing considerable. Last year 
I lost better than $15,000 out-of-pocket expenses, and I own the 
incorporation in its entirety, and I didn’t draw a salary out of the 
corporation. 

Senator Porrer. You are a glutton for punishment, losing money 
and expanding. 

Mr. Brown. Well, I have lost in the last 4 or 5 years better than 
$150,000 out of pocket, and I haven’t taken a salary out of the busi 
ness. But I believe in radio. I think radio is a marvelous thing. 

Senator Porrer. Your station is in Rochester, N. Y.? 

Mr. Brown. Yes, sir. 

Senator Porrer. How many other stations are there ? 

Mr. Brown. Six. 

Senator Porrer. Are you affiliated with a network ¢ 

Mr. Brown. No, I am not. 

Then we go back into the FM stations here, and these figures are 
astounding. In 1938 we had 96.6 percent losing money. In 1949 
we had 100 percent of them losing money. In 1950 we had 95 percent 
losing money. In 1951, 90.9 percent lost money. In 1952, 85.2 per- 
cent lost money. 

The result of this has come about to where 629 of them have left 
the air; in fact, practically all of them. 

Two hundred and sixty-one AM stations have left the air or never 
completed construction. 

That is a serious problem because you are going to find—and it is 
going there very fast—that the ability to reach the public is fast get- 
ting into the hands of a few, and I am very interested in Mr. John- 
son’s bill, and I don’t know whether you people are going to have 
hearings on it—relative to the number of TV stations—— 

Senator Porrer. We plan on holding hearings, and that bill will be 
discussed, of course, at that time, on the whole problem of the de- 
velopment of the ultra-high-frequency band and the problems which 
are related to it, and Senator Johnson’s bill will be under considera- 
tion during that discussion. 

I think that is one of the m: jor problems in the television industry 
today, the development of this ultra-high-frequency band, and ex- 

erience has shown us that people who have gone into the field haven’t 
= able, practically without exception—have lost money. 

Mr. Brown. I have had very close contact with a station in ae 
which was very substantially financed. Friends of mine started i 
They operated it for 3 months, spent close to some $400,000 aie 
it, and that is closed. Thi at was a UHF station. 

‘Now, the ability of a station, and particularly a television station, 
to exist, is its ability to obtain network programs. There is no ques- 
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tion about that, because without network programs I don’t think any 
TV station, UHF or VHF, can carry on. 

Now, I have experienced that problem through a number of years. 
Not only that, but I have experienced a very serious problem whereby 
an advertiser would spend some $25,000 for a network program, such 
as the talent in the program, and then he would hire a network and 
the facilities of the station for an additional sum of some $10,000, 
so the sponsor had an investment in that particular program of ap- 
proximately $35,000. 

He broadcast that coast to coast on the network, and surveys which 
[ have made in 1949, which was prior to the time of the inroads of 
television—and it was made in a month that was after the vacation 
periods and prior to Christmas, I believe it was November—we found 
that that program was heard by a little better than 2.7 percent of the 
listeners. In other words, 97 percent of the people who had radios in 
the United States didn’t hear that network program. So it occurred 
to me that it would be very interesting to go to the sponsor and ask 
him if he wouldn’t like to rebroadcast his program. In fact, I found 
that there was a considerable amount of rebroadcasting being done on 
the west coast, and it was very successful. In many instances the 
second broadcast had more listeners than the original. 

So I proceeded to negotiate with the sponsor to rebroadcast his 
show, for which he had paid $25,000. 

I got to the point of where I found that the Communications Act 
actually kept me from rebroadcasting that sponsor’s show, and it is 
fantastic. 

We have the Communications Act which has a clause 325 (a), 
which says that no radio station shall rebroadcast the program of 
another radio station without express authority of the originating 
station. 

Now, the law is a marvelous thing, particularly the way it was 
intended by Congress, because it was intended to protect the man, and 
this is from the Congressional Record, that spent the large sum of 
money to prepare and present the program, which in 1927, when this 
law was enacted, was the broadcasting station because there were no 
networks at that time, and sponsors would probably place spot an- 
nouncements on the station, and the station would pay for the pro- 
gram, so the property right in the program really belonged to the 
radio station. 

Now we find that the law has actually deprived the man that paid 
the large sum of money to prepare and present the program of his 
property right in the program through this medium. 

He is desirous of having me rebroadcast his program for which he 
paid, say $25,000. I proceed to go to what the Commission calls the 
originating station, which at one time we thought was the network 
key station, but now we find it is the local network affiliated station, and 
( asked them for permission to rebroadcast this sponsor’s program. 
In fact, | have asked them to rebroadcast all sponsors’ programs In the 
event the sponsors desire me to rebroadcast them. 

These stations have refused me this permission. 

Now, we have this before the FCC, this complaint, and it has been 
before them for some 8 years, and it just appears that what we need 
now is an amendment to the Communications Act which will prevent 
anyone from keeping a radio program from being broadcast if the man 
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who pays for the program wants it broadcast, and the situation at it 

exists now makes it possible for a station in Rochester to restrain tr: ade 
between myself and the sponsor for the rebroadcast of that sponsor’s 
program just because he, in the first instance, hired the facilities of that 
station to first broadcast his program. 

Senator Porrrer. You say you have a ease pending before FCC on 
this? 

Mr. Brown. Yes, but they have referred to the fact that if we really 
want to get the answer, we have to go and ask for legislation. So some 
vears ago there was a bill presente 1d to C ongress, H. R.10. It is a very 
short bill, and it is a very simple bill, but I sine erely feel that. this 
should be added to any legislation which is enacted this year, and 
quickly, so that we can get ‘these programs which aren’t being heard 
by better than 97 percent of the people, and get them to them at the 
time when they can again listen to them. 

Oftentimes you may be looking at television, and you can’t listen 
to radio. We can bring an important radio program to the television 
viewer by a right to rebroadcast it. We would negotiate with the 
sponsor for the rebroadcast of that show, and he would pay the sta- 
tions, and a lot of these stations that are losing money might find a 
medium of revenue—in fact they definitely would. I feel I could do 
$300,000 a year in rebroadcast business in Rochester if I were per- 
mitted to negotiate with the sponsors for the rebroadcast of their show. 

So this bill, H. R. 10, states this: 


To amend the Communications Act of 1934, as amended, with respect to the 
rebroadcasting of radio programs. 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (a) of section 325 of the 
Communications Act of 1934, as amended, is amended to read as follows: 

(a) No person within the jurisdiction of the United States shall knowingly 
utter or transmit, or cause to be uttered or transmitted, any false or fraudulent 
signal of distress, or communication relating thereto. 


Now, that is part of 325 (a) which will stay the same. 

Senator Porrer. We have that in the record. 

Mr. Brown. I will introduce this copy. I only have one copy, and 
I will introduce this in the record. 

Senator Porrer. All right. Our staff will study that. 

(The bill, H. R. 10, is as follows:) 


[H. R. 10, 88d Cong., Ist sess. ] 


A BILL To amend the Communications Act of 1934, as amended, with respect to the 
rebroadcasting of radio programs 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (a) of section 325 of the 
Communications Act of 1954, as amended, is amended to read as follows: 

“(a) No person within the jurisdiction of the United States shall knowingly 
utter or transmit, or cause to be uttered or transmitted, any false or fraudulent 
signal of distress, or communication relating thereto. No broadcasting station 
shall rebroadcast (1) a sponsored commercial program, or part thereof, where 
a sponsor directly or indirectly pays a broadcasting station or a network for the 
use of its facilities to originate or broadcast the program without the express 
authority of such sponsor, or (2) any other program; or part thereof, without 
the express authority of the person who bears more than half the cost incident 
to preparing and presenting (but not costs incident to transmitting) the pro- 
gram or part thereof concerned, or, if there is no such person, without the 
express authority of the originating station.” 


Mr. Brown. It appears to be the answer for a lot of the stations 
that are losing money. 
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Getting back to the Johnson bill, if you ask some of these stations 
to add additional costs to their existing operation cost, it is going to 
put them out of business that much faster, and I urgently ask that 
if, in any event, there is any consideration given to charging a fee, 
that you also consider the subsidy angle and also the fact that the 
fee be based on the earning power of the station which enjoys the 
facilities. 

Senator Porrer. I wish to thank you, Mr. Brown. 

Mr. Brown. I would like these statistics to appear 

he documents above referred to are as follows :) 


the record. 


Number and percent of AM broadcast stations reporting losses from broadcast 





operations segregated by stations serving as network outlets and those not 
serving as such outlets, 1947-52 
Total AM Reporting a loss 
Y ear Stations re- 
porung Number Percent 
i otal 1, 453 369 25. 4 
Network 987 170 17.2 
1etwork 466 199 42.7 
1048 Total 1, 81 581 32 
W 1, 096 259 23, ¢ 
neé rh 717 322 44.9 
I 2. 009 684 34.0 
Netw 1, O88 267 24. 5 
Nor work 921 417 45 
4 I i 2, 131 27 24.7 
work 1, 151 203 17.6 
netwark 9XO 324 33. 1 
951 Total 2, 188 19 23.7 
‘Network Li 189 16.7 
N Or work 1, 053 330 31.3 
19. Tot 2, 276 62 15.9 
Network 1, 158 129 11.1 
Nonnetwork 118 233 20. 8 


Exclude 


2 Base 


“key”’ station 


i on prelimin 


e: Feder 


of the four nation w 
ry reports 


de networks us follows 





Sour 


al Commi 





ions Commission. 


1947 


48, 


eleven; 1949-52, twelve. 


Number and percent of FM-only broadcast stations reporting iosses from 


broadcast operations, 1948-52 


FM-only stations reporting 





7 Number a loss 

Year operated ead ell ea 
F M-only 
Number Percent 

8 89 86 96. 6 
1949 104 104 100.0 
1950 gO 76 95. 0 
195] 66 60 90.9 
19522 54 46 85.2 


' Data not available 
* Based on preliminary reports. 


Note 
1 


operated 


Losing station information is restricted to FM-only stations, i. e. 
in ec nj inction with AM stations in the same community. 
ommission, 


Service 


Federal Communications C 


, FM stations which were not 
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Commercial stations deleted, 1947-52 


AM | FM TV 
Year T ~ — — - 
On air Not on air On air Not on air Onair | Not on air 
| 
1947 4 31 0 35 0} 0 
1948 6 | 47 8 124 | 0 | 2 
1949 27 42 45 72 0} 13 
1950 18 25 81 41 0 | 2 
1951 17 21 63 12 0} 1 
1952 ll 12 47 1 0 | 0 
Total 83 178 2 244 385 0 318 
1 | 629 | 


1 Although a detailed check has not been made, it may be assumed that few, if any, of these 83 ‘‘on air’’ 
AM deletions were affili:ted with major networks 

3 Approximately 200 of these 244 deleted FM stations were operaied jointly with AM stations. It is 
estimated tht in the majority of such inst inces the AM station was affilisted with a major network. In 
the case of deleted F M-only st itions, none were affiliated with major networks. 

§ All TV deletions were VHI 

Source: Feder: ] Communications Commission. 

Comments by Gordon P. Brown: To date, close to 100 TV stations have been discontinued or deleted. 


Senator Porrer. The committee will stand in recess. 

We have some more information to come from the Commission, 
but I believe, however, this will conclude the public hearings. 

Thank you. 

(Whereupon, at 12:20 p. m., the subcommittee adjourned.) 

(The following letters and statement were submitted for the 
record oy 

COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, March 16, 1954. 

Hon. JoHn W. BrIcKER, 


Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


My Dear Mr. CHAIRMAN: Reference is made to your letter of February 10, 
1954, inviting the comments of this Office on S. 2926, 88d Congress, entitled “A 
bill to amend the Communications Act of 1934, as amended, so as to provide 
for the imposition of nominal charges or fees by the Commission for inspections, 
certificates, registrations, licenses, permits, or applications issued or. provided 
by the Commission.” 

A companion bill, H. R. 7842, was introduced in the House of Representatives 
on February 12, 1954, 

Title V of the Independent Offices Appropriation Act, 1952, approved August 
31, 1951 (5 U. 8. C. 140), provides that it is the sense of the Congress that any 
work, service, ete., furnished by any Federal agency “shall be self-sustaining to 
the full extent possible” and the head of each Federal agency is authorized to 
prescribe such fee, charge, or price as he shall determine to be fair and equitable 
for any such work, service, etc., furnished by the agency to any person except 
those engaged in official business of the Government, taking into consideration 
cost to the Government and other factors specified in the statute. Pursuant to 
the provisions of the said act and in compliance with Budget Bureau Circular 
No. A—25, the Federal Communications Commission on January 27, 1954, issued 
a proposed schedule of fees for its licensing activities (printed in the Federal 
Register of February 8, 1954, at pp. 622-626), some of which proposed fees are 
in a substantial amount. The apparent purpose of 8S. 2926 is to restrict the 
authority of the Federal Communications Commission so that it could prescribe 
only nominal fees instead of substantial fees such as authorized by the referred 
to statute. 

In the referred-to proposed regulation it is stated that title V of the Independ- 
ent Offices Appropriation Act, 1952, above referred to 

“* * * provides that the fees and charges shall be as uniform as practicable 
throughout the Government and shall be subject to such policies as the President 
may prescribe. In view of this provision, the Commission refrained from taking 
any action looking toward the establishment of a schedule of fees, pending con- 
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sideration of the matter on an overall Government basis by the Bureau of the 
Budget operating in behalf of the President. Such a study has now been com- 
pleted, and the Bureau of the Budget has issued Circular No. A-25 relating 
to ‘fees for licensing, registration, and related activities’ which sets out, in 
some detail, uniform standards to be applied by the various departments and 
agencies of the Government in implementing the provisions of section 140, title 
5, of the United States Code.” q 

Information as to the matter of adequate fees and charges for services ren- 
dered by Government agencies and as to the reasons for the enactment of title 
V of the Independent Offices Appropriation Act, 1952, is contained in House 
Report No, 384, 82d Congress, accompanying H. R. 3880, which became the said 
act. See also, Senate Report No. 2120, 81st Congress, relative to fees for special 
services, submitted by the Senate Committee on Expenditures in the Executive 
Departments. On the subject of fees and charges generally for services or 
articles of value or utility furnished by the Government, this Office endeavored 
to be of assistance to the said committee, making available data and information 
assembled by representatives of this Office. : ; 

The proposed legislation relates to a matter which is not of immediate or 
direct concern to this Office in the performance of its authorized functions, 
However, it seems open to serious question whether it is desirable to except one 
Government agency from the uniform policy apparently contemplated by the 
Congress in enacting title V above referred to. It would seem that if the fees 
or charges fixed by a Government agency, as authorized by the referred-to title 
V, are regarded as exorbitant or as including elements of cost which should not 
be included or as applying to services, etc., which should be excepted, it would 
be preferable to amend the schedule of fees so fixed rather than to enact a new 
statute making an exception to the general provisions of title V. 

As requested by you, this report is submitted in triplicate. 
Sincerely yours, 
LINDSAY C. WARREN, 
Comptroller General of the United States. 


DEPARTMENT OF JUSTICE, 
February 18, 1954. 
Hon. Jonn W. BrICKER, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Drar SENATOR: This is in response to your request for the comments of this 
Department concerning the bill (S. 2926), to amend the Communications Act of 
1934, as amended, so as to provide for the imposition of nominal charges or fees 
by the Commission for inspections, certificates, registrations, licenses, permits, 
or applications issued or provided by the Commission. 

Since the subject matter of this bill is not related to any of the activities of the 
Department of Justice, we would prefer not to offer any comment concerning it. 

Sincerely, 
WILLIAM P. RoGers, 
Deputy Attorney General. 





STATEMENT OF GLEN McDANIEL, PRESIDENT, RApDIO-ELECTRONICS-TELEVISION 
MANUFACTURERS ASSOCIATION 


This statement is submitted on behalf of the Radio-Electronics-Television 
Manufacturers Association, a national organization composed of 370 manufac- 
turers of radio, television, and other communications equipment the use of which 
is subject to regulation by the Federal Communications Commission. The state- 
ment is concerned with and directed solely to the question of whether or not the 
Federal Communications Commission should charge fees for its activities. 

Establishment by the Commission of a fee system either by means of statu- 
tory enactment, e. g., 8. 2926, or by administrative action, e. g., FCC Docket No. 
10869 would have a direct effect on all manufacturers of communications equip- 
ment. They would be required to pay fees to the Commission on applications to 
establish that their equipment met the Commission’s technical standards. Fail- 
ure to do so would foreclose them from selling their equipment. 

Without commenting in any way on the desirability of a fee system for other 
Federal agencies, this association is opposed to its use by the Federal Communica- 
tions Commision for two reasons. First, because the FCC’s regulatory activities 
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are carried on in the public interest and so their cost should be borne by general 
taxation and not by fees and, second, because imposition of a fee system would 
inevitably retard product innovation. For these reasons we oppose enactment 
into law of 8. 2926 in its present form and instead we recommend that it be 
amended so as to specifically prohibit the FCC from charging fees for its 
activities. 


REGULATORY COSTS SHOULD BE DERIVED FROM GENERAL TAXATION 


The Communications Act places upon the Federal Communications Commis- 
sion the responsibility of regulating communication by wire and radio so as to 
protect the public interest. The Commission carries out this responsibility by 
means of regulations which seek to make the said communication services avail- 
able to all the people and which promote the national defense and the safety 
of life and property. The Commission is also directed to make such rules and 
regulations as are necessary to carry out the sovereign obligations of the United 
States flowing from international treaties or conventions to which it is a party 
(sec. 303 (r)). With specific regard to equipment, section 303 (e) of the act 
provides that the Commission shall “Regulate the kind of apparatus to be used 
with respect to its external effects and the purity and sharpness of the emissions 
from each station and from the apparatus therein.” 

In order to effectuate the above statutory mandates the Commission has es- 
tablished technical requirements which transmitting equipment must meet. It 
has also established various administrative procedures such as type approval 
and type acceptance which manufacturers must use in establishing that their 
equipment complies with the requirements. And compliance is a continuing 
process because as the state of the art improves the standards are changed and 
equipment once approved must be reapproved. 

Of the two named procedures, in general, type approval involves tests of equip- 
ment conducted by Commission personnel at the Commission’s laboratory at 
Laurel, Md., while type acceptance is based on data concerning the equipment 
submitted by the manufacturer. Both procedures are initiated by “applications” 
to the Commission and presumably would be subject to fees if S. 2926 becomes 
law. There is no question but that they would be subject to fees if the rule 
proposed in Docket No. 10869 is adopted because it specifically applies fees 
ranging from $100 to $1,800 to such procedures. 

The above regulations and procedures have not been instituted and adopted 
at the request of equipment manufacturers but as a result of Commission action. 
It is of course right and proper that the Commission has so acted because it is 
only by such regulation that the statutory requirements of the Communications 
Act can be met and the public interest be served. It should be borne in mind, 
however, that manufacturers do not voluntarily ship expensive and delicate 
equipment to the Commission’s laboratory at Laurel, Md., for type-approval 
tests. They do it because the Commission, in the public interest, requires that 
it be done. Manufacturers do not voluntarily assume the administrative burdens 
of obtaining type acceptance of their equipment from the Commission. They do 
it because the Commission requires, in the public interest, that such procedures 
be followed. 

In brief, the Commission regulates the technical standards of communications 
equipment not as a service to the manufacturers but as service to the American 
public. Because the beneficiary of the Commission’s procedures concerning 
equipment standards is the public, we believe that the public should bear the 
cost. It should be defrayed through general taxation and not by fees. 


FEE SYSTEM WOULD RETARD PRODUCT INNOVATION 


S. 2926 would amend the Communications Act by permitting the Commission 
to impose “nominal fees or charges” for its activities. We doubt that imposi- 
tion of purely “nominal” fees would be of any benefit to Commission operation 
because cost of administration would probably exceed revenue and we assume, 
therefore, that any fees actually imposed would be on a scale similar if not identi- 
cal to that contained in Docket No. 10798. That would mean a cost of $100 for 
each application for type acceptance and charges of $600 and $1,500 for applica- 
tions for type approval. 

Admittedly, a charge of $100 for type acceptance for an equipment item in- 
tended for mass production would not be burdensome. That would be particu- 
larly true if the applicant were a large manufacturer, because he could absorb 
the cost without too much effort. The charge or fee would be important, how- 
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ever, if the equipment were of an experimental type not intended for mass pro- 
duction and if the applicant were a small-business man. It would become still 
more important if stated in terms of type approval, i. e., $1,500, and if applied to 
applications for very minor technical changes in equipment. Anticipation of 
such repetitious cost is not fanciful because the Commission’s type-approval 
procedures require new approval if any change “whatsoever” is made in the 
equipment. The requirement is not qualified in any way and presumably applies 
even to minor changes such as changes in the color of paint used on the 
equipment 

We think there can be no question but that the necessity of paying fees for each 
“application” to the Commission will have some inhibitory effect upon product 
innovation This will be particularly true of the activities of the experimenter 
with little capital who, in the past, has been the source of much technological 
improvement. A requirement that he pay a fee of $1,500 before his equipment 
can be tested for use can only be discouraging of activity. 

In conclusion, because of the foregoing reasons, we believe that S. 2926, as 
written, should not be enacted into law We do, however, recommend that it 
be adopted after being amended so as to specifically prohibit the charging of 
fees by the Federal Communications Commission. 


MouNTAIN Stare BROADCASTING Co., INC., 
Clarksburg, W. Va., March 24, 1954. 


Re 8. 2926. 


Hon. CHARLES E. PoTrer, 
Chairman, Communications Subcommittee, 
Senate Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 


Dear Str: As the owner and operator of broadcasting radio stations WHAR, 
Clarksburg, W. Va., and WKYR, Keyser, W. Va., I wish to express my opposition 
to the broadcast license fee proposed in 8S, 2926, for the following reasons: 

1. A license fee will discourage new stations and may well put old ones into 
the red, depriving the public of service. 

2. Payment of a license fee may cause broadcasters to devote less air time to 

he public interest in order to make up the additional cost. 

3. Payment of a fee may lead broadcasters to believe they are relieved from 
performing in the public interest, except to the extent common carriers and 
other licensees who give free service do 

1. Senate Report 2120, Sist Congress, suggested that where, as in broad- 

asting, the public is a joint beneficiary with the licensee, no fee should be 
charged. 

5. A license fee may give rise to a claim of ownership of a frequency, con- 
trary to the basic concept of the Communications Act of 1934. 

6. A license fee is in the nature of a “tax,” and is a prior restraint on freedom 
of expression, in contravention of the Bill of Rights. 

7. A system of fees will further burden the Federal Communications Com- 
mission, which is already entangled in redtape. 

S. A license fee will increase expenses directly and indirectly and reduce the 
ncome taxes presently paid by broadcasters. 

9. Because of the great diversity in size, location, business methods, benefits, 
and revenue among American broadcasters, no equitable plan for setting fees 
is feasible 

10. A license fee will lead to increased Federal control and further convert 
broadcasting from a private enterprise conducted in the public interest to a 
Government enterprise financed with private capital. 

Very truly yours, 
GLacus G. Merrity, President, 
By CAru L. SHIptey, His Attorney. 








